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STANDARD REINSURANCE AGREEMENT 
(July 1, 1997) 

between thz 

FEDERAL CROP INSURANCE CORPORATION 

snd the 



dnsitranee Company Name) 



(Gty and State) 

This Agreement establishes the terms and eosdinGns under which FCIC will provide sxsbsidy and 
reinsurance on eligible crop insurance comraas sold or reinsured by the above named insurance 
company. This Agreement is authorized by the Act and regulations prooitdgsted thereunder 
codified la 1 CPJt chapter IV, Such regulanons are incorporated mto this Agreement by 
reference. The provisions of this Agreement thai are inconsistent wish provisions of State or local 
law or regulation w ^ supersede such iaw or regulation to the ex&nt of the inconsistency. This is 
a cooperative fmandai assistance agreement beiwecn FCIC and the Company to deliver eligible 
crop insurance undsr me authority of the Act. For the purposes of this Agreement, use, of die 
piaral form of a word includes the singular and use of the singular form of s word includes the 
plui«I unless the context indicates otherwise. The headings in jhis Agreement are descriptive only 
and have no legal effect on FCIC or the Company* 

SECTION 1 DEFINITIONS 

"Ad" means the Federal Crop Insurance Act, as amended (7 U.S.C 1.501 £L£££«X 

"Actuarial daw master file* 9 means die hard copy and ED? compatible informadon distributed 
by FQC that contains premium rates, program dates, and related infonnadon concerning the crop 
insurance program for a crop year. 

^Additional coverage** means & plan of crop iftrjranee providing a level of coverage equal to or 
grutex than 65 percent of the recorded or appraised average yield indemnified at 100 percent of 
the projected market price, or a comparable insurance plan as determined by FCIC 

" A&O sufos£dy w means the subsidy for the administradve and operadng expenses aaebonzed by 
the Act and paid by FCIC on behalf of the producer to she Company. 

"Adrmnisir&li ve fee'* means the processing fee the policyholder must pay in accordance m± the 
Act aad ? C*F JL chapter IV, 
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"Agency" means ihc person or entity with a contract or agreement with the Company or its 
MGA id sell and service eligible, crop insurance contracts under the Federal crop insurance 
program. 

"Agent" means an individual licensed by the State in which the. agent does business under 
contract with a Company, its managing general agent, or any other entity, to sell and service 
eligible crop insurance connacts. 

"Agreement" means this Standard Reinsurance Agreement, all Appendices, ail referenced 
document including Manual 13 and the Approved Manual 14. 

"Annual Settlement" means the scrdemem of accounts between the Company and FQC for the 
reinsurance yesr, beginning wiih the February monthly transaction cutoff dale following the 
reinsurance year wxi continuing monthly thereafter as necessary, 

"Approved Msnuai I4 n means the Guitishnvs and Expectations for she delivery of the Federal 
Crop Insurance Program (Manual 14} z$ ii exists 30 days prior so the date on which th$ Plan of 
Operation mast be submitted eg FCIC with respect to such reinsurance year, 

"BiUing date" means the date specified in the actuarial &asa master Hie as the date by which 
policyholders are billed for premium dm on eligible crop insurance contracts. 

w Bcard" means the FQC Board of Directors. 

"Book of business" means the aggregation, of zR eligible crap insurance connects m force 
between the Company and its policyholders ±&i have a sales closing daie within the reinsurance 
year and are eligible to be reinsured under this Agreement 

"Cancellation tiaU" tneans the date by which the Company or policyholder roust notify the other 
that coverage under an eligible crop insurance contract issued by the Company is canceled for a 
succeeding crop year. The day following this date is considered as ihe date a continuous eligible 
crop insurance contract carried over from the previous atop yzsx h rzzzwed for the subsequent 
crop year. 

i4 Carryov«r crop iosurance contract" means eligible crop insurance contract ih&i has been ia 
force for at tasi one crop year term and continues in force for another crop year term after the 
cancellation date. 

"Catastrophic risk protection (CAT)" means an eligible crop msunsnce contract that ij in 
accordance with section 5Q%&) of the Act 
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"Cede" means to pass to FGC all or pan of the net book premium and associated liability for 
uirnnaie net losses on eligible crop insurance contracts vmasn by a Company under this 
Agreement, 

**C8airns"5upervisQr" means any person having immediate day-to-day supervisory control (e.g., 
assigning and reviewing wc?rk of Company employees or exercising appropriate management of 
contractors) over the activities of toss adjusters or other persons who determine whether an 
indemnify will be paid and the amount. 

"Code of Federal Regulations {CFJEL}" means the code published annually in accordance with 
the Federal Register Act (44 U,S,C, chapter 15} by the Office of the Federal Register thai 
contains each published Federai reguladon of general applicability and legal effect 

"Company" means the private insurance Company named on this Agreement, 

"Company payment date" means the last business day of the month. 

"Competing agency" means an &$zncy selling or servicing any eligible crop insurance counsel in 
any county {including all counties adjoining such county) in which another agency has sold or is in 
the process of selling any eligible crop insurance coajract, 

"Contract change date" means she daze specified in the crop insurance contract by which FGC 
snust publish sll changes so the crop insurance contract in order to males such changes binding on 
the Federal Crop Insurance Corporation, the Company, and she policyholder. 

"*Crop insurance contract" means an agreement (with the terms m effect as of the contract 
change date} to insure the insurable interest of an eligible producer in a single crop in a single 
county as provided by *he application, the General, or Common Crop Insurance Policy, the Crop 
Endorsements, tht Basic Provisions, the Crop Provisions, the Special Provision^ die Catastrophic 
Risk Protection Endorsement as applicable, the Actuarial Table, and any other instrument or 
endorsement as approved by FGC, 

**D&ta Acceptance System (BAS) M means the EDP sysscm that receives, and accepts cr rejects 
the Company submitted dam upon which all payment to FCIC and the Company are based 

^Electronic djafca processing (EOF)" means the electronic process by which information is 
digitally eransferrsd, used, and stored 

"Electronic fund transfer (EFT)*' means the process by which funds are electronically 
transferred between FCXCs account and the Company's account* 
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f~"\ . "Eligible crop insurance contract" means a crop insurance contract that is sold and serviced 

' consistent with the Act 7 CJ\R. chapter f"v\ FCIC approved regulations and procedure, u 

applicable rates, tenns< and special conditions; having a sates closing date within the reinsurance 
year* to an eligible producer, covering a crop in zx\ area approved by FCIC; and on forms 
approved in writing by FCIC, 

"Eligible producer" means a person who meets ail she conditions for eligibility specified in 7 
CFJL chapter IV. 

"Employer ideniificadon number (HINT* means the identification number for an individual, 
business enrity, or a foreign entity obtained from the Internal Revenue Service pursuant to section 
6109 of the Interns! Revenue Code of 1986, 

**Federai Crop Insurance Corporation (FCIC)" means the wholly-owned government 
Corporadon within the United States Department of Agriculture authorized to carry out ail 
actions and programs authorized by the Act 

"FCIC payment date" means the first banking day following the 14th calendar day after FCIC 
receives the monthly summary or annual serdemem report znd supporting data from she Company 
upon which any pzymszii is based 

, "Group ris;fc plan (GRP)" means crap insurance coverage based upon the average yield realised 

by a group of producers as determined by FCIC, 

"Insurable Interest" means the portion of an insured crop a person has at risk in the event of an 
insurable less. 

"Insurance Flan" means the type of insurance coverage provided on a crop. For example, a 
crop may be insured under the GRP plan, a revenue insurance plan, or a guaranteed-yieid plan. 
Differences in levels of coverage do not create different plans. 

"Limited coverage" means an insurance plan offering coverage that Is equal to or greaser than 
SOpfticem of ihc recorded or appraised average yield indemnified at: 100 percent .of the projected 
market price hut less than 65 percent of the recorHed or appraised average yield isdemuiSed at 
100 percent of she projected market price, or a comparable insurance plan, as desenmaed by FCIC. 

"Loss ratio" means the rado calculated by dividixsg the ultimate net loss by the net book 
prsminm f expressed as a percentage. For example, die ratio of SI ultimate set loss to 50 cents 
net book premium would be expressed as 200 percent. 
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"Managing general agent {MGA}** is an ens*y that meets the de&ddon of managing general 
agency under the laws of die State in which it is incorporated, or in the absence of such Stas taw 
or regulation, meets me definition of a managing general agency in the National Associadon of 
Insurance Commissioners' Model Act 

"Manual D" means the Data Acceptance Sysism Handbook for the reinsurance year for which 
•his Agreement is eifeedve, 

"Net book premium" means the toeal premium calculated for all eligible crop insurance 
contracts, less A&O subsidy, cancellations, and adjustments. 

"Person" means any Individual or legs] enriry possessing the capacity to contract 

"Plan of Operations 5 * means the infennacon and documents required from the Company under 
Ajfpeadix 2 of this Agreement, 

"Policyholder'' means an eligible producer v^ho lias been issued one or more eligible crop 
insurance contracts. 

"Producer premium*' means chat pardon of the FQC approved insurance premium for the risk 
of loss thax the policyholder most pay. 

"Records" means original documents, including original signed document thai may have tern 
recorded, copied, or reproduced in the original form by zny photographic, phocostadc, microfilm t 
zz&arocmL miniature photographic, opdeal disk, electronic imaging, electronic data processing, or 
electronically transmitted facsimile technology:. hZ£d<k&< Thar any signature contained on the 
original is preserved 

"Reinsurance account" means an account maintained by FQC by which a portion of the 
Company's underwriting gains may be held for furore distribution, 

^Reinsurance year 5 * means the period from July I of aay year through June 30 of the following 
year and identified by reference 10 she year containing June, AH eligible crop insurance consacxs 
with sales closing dates within the reinsurance year are subject ro the terms of the Agreement 
applicable to Ehas reinsurance year, 

"Retained" as applied to ultimate net losses, net book premium, or book: of business, means the 
remaining liability for ultimas set losses and the right to associated net book premiums after all 
reinsurance cessions to FQC under this Agrecroenx 

"Rev€RU€ insurance" means plans of insurance providing protection against loss of income 
which sre dfidgnated as such by FCIC 
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u Eisk subsidy** means that pardon of the FCIC approved insurance premium for the risk of loss 
paid by F&C on behalf of die policyholders. 

"Sales closing date" means the date established by FCIC as the last chic on which a producer 
may apply to an eligible crop insurance eemicract on a crap m a specific county. 

"Sales supervisor*' means any person having immediate or day-to-day supervisor/ control (e.g., 
assigning &ad reviewing work of Company employees or exercising appropriate management of 
contractors) over the acisvirica of sales agents, competing agencies or sales agency employees on 
behalf of the Company . 

''Satisfactory performance record" means a record of performance that demonstrates 
substanrial conforxxtiry with all reqyirerneats of this Agreement The Company or its MGA, if 
Explicable, shall be deemed to have a satisfactory peri ormarice record if any derldeaey was caused 
by circumstances beyond its control and where, as soon as it was made aware of the dendesey, 
It took timely and appropriate corrective action. Material misconduct on the pan of any 
employee, agent loss adjuster, Gr ^Y °^ 3£r con Erector wOi not be considered as a deficiency 
beyond its consul. Nothing contained herein affects "the Company's liability under any other 
provision of this Agreement. Condnned failure to meet requirement of the Agreement is s 
significant factor considered in determining satisfactory performance. 

"Social secixrf ty number*' ("SSN**) means she idendfacadon number provided for an individual 
by the Social Security Administration, and may be she sax idenriacadon number (UN). 

^Transaction cutoff faxe" for weekly data reporting is 6 pjs, cemraJ dme on Saturday of each 
week- The transaction cutoff date for the monthly summary reports is 6 pjn. central dme on the 
Saturday occurring within m$ first full week Ci.£* : Sunday through Saturday) of the month, 

"Ultimate net loss" mesas the amount paid by the Company ender any eligible crop insurance 
contract reinsured under this Agreement in settlement of any claim znd in sadsfacdon of any 
judgment or arbitradon award zzndzrzd on account of such claim, less any recovery or salvage by 
me Company, Ultimate net loss my include interest and policyholder's court costs related to the 
eligible crop insurance contract provisions or psrocedures that are contained in a final judgment 
against the Company by a court of competent jurisdiction if FOC dsaennines: (I) that such 
interest or conn costs resulted frorn the Company's substantial compliance with FCIC procedures 
or mssnscdoas an the handling of the claim or in the servicing of me policyholder or that die 
actions of the Company were m accordance with accepted loss adjustment procedures and (2) 
that the award of such interest or conn costs did not involve negligence or culpability on the parr, 
of the Company. Ultimate set loss may also include interest or policyholder's court costs related 
to the crop insurance provisions or procedures that are included in the sedemetf t of any claim if 
FCIC in addidon to the determinations included above, is advised of the terras of and the basis 
for the settlement and determines that the settlement shodd be approved Usdsx no eircuras&nee 
are any puaidve or consequential damages included in ?he calculation of uldmase net loss, 
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^IndenrrMng" means she acceptance or rejccnon of individual insurance risk, and determining 
- the amounts and ±c terms by which the Company will accept the risk for an eligible crop 
insurance conrrac*- 

"Undenmdng gain-" means the amount by which the Company's share of retained net book 
premium exceeds its retained ultimate net losses. 

"Undenmdng loss 5 ' means the amount by which the Company's share of refined ultimate dcj 
losses exceeds its retained net book premium. 

SECTION XL REINSURANCE 

A, General Terms 

L OrJy eligible crop insurance contracts; will be reinsured and subsidized under this 
Agreement. 

2. Except as specified below, the Company must offer all approved plans of insurance for 
2)j approved crops in any Slate in which It wises an eligible crop insurance comma, 
and must accept and approve all applications £h?m all eligible producers. The 
Company may not cancel the crop insurance contract held by any policyholder so long 
as die policyholder remains an eligible producer and the Company continues to write 
eligible crop insurance contracts within the S src. The Company is not required to 
offer such plans of insurance as may be approved by FOC under the authority of 
section 508(b) of the Act However, if the Company chooses to offer any such plan, it 
roust offer the plan Li ail approved states in which it writes an eligible crop Insurance 
contract and it mast comply with all provisions of this paragraph as to such plan unless 
the Board determines that a separate snd ccsnpica reinsurance agreement will be 
issued for the reinsurance of such plan, 

3- In exchange fox the reinsurance premiums provided by the Company pursuant to this 
Agreement, FC2C will provide the Company with reinsurance pursuant to the 
provisions of this Agreement 

4, AS eligible crop insurance contracts reinsured and subsidized under this Agreement 
roust conform to the regulations published st 7 CJFJL, chapter IV or as approved in 
writing by FOC 

5, FOC will not provide reinsurance,- A&Q subsidy, or risk subsidy for any eligible or 
ineligible crop insurance contract that is sold or serviced in violation of the terms of 
this Agreement, 7 CJMt, chapter IV, FQC approved procedures or any written 
inssrucaonsofFCIC 
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6, Kg portion of the net book, premium or the A&O subsidy may be teba&d in any form 
to policyholder except as authorized by ihz Aci and approved in writing by FCIC 
Neither the Company nor its agents shall assess service fees cr additional charges on 
eligible crop insurance contract reinsured and subsidised under this Agreement 
except as authorized by the Act mi approved in vriring by FCIC. 

7 . Only she amount of net book premium authorized by FCIC in the approved Fiaa of 
Operations may be reinsured and subsidized under this Agreement. Whenever the 
Company reports an amount of mt book premium greater than FCIC authorized as the 
maximum icinsuiabk nee book premium, FCIC may, at Jcs sole discretion, cause the 
net underwriting gain or loss for all States as defined in section HD.3, payable to or 
by the Company 10 be reduced according to the ratio of the excess net book: premium 
to the total reported net book premium. The excess will tkz,n be reinsured under this 
Agreement The Company agrees to pay FCIC an addidonai reinsurance preaaom 
equal to 5 percent of the excess net book premium whenever this provision applies. 

S. To be eligible for an Agreement, or continue to hold an Agreement: 

&. The Company rnus i have adequate financial resources ax the beginning of &e 
reinsurance year as required by 1 CJFJFL part 400, subpart 31 If ar any ume 
during the reinsurance year me Company no longer has adequate financial 
resources, the Company muse timely obtain stich resources, 

b. The Company, snd any managing general agent that it appoints or proposes to 
appoint must; 

L Have a satisfactory performance record; 

il Have the necessary orfanization, experience^ accounting and operadonaJ 
controls, and technical skills s? fisIM its obligations under she Agreement, 
or the abHiry to obtain them; 

iiL Have the necessary equipment to fulfill its obiigadons under the 

Agreement, including, but ha limited to, EDP resources and facilities or 
the ability to obtain such equipment; and 

iv. Perform under a writien contract or agreement with each other. 

Proportional Reinsurance 

Within each Sms 4 ihe Company, in accordance widi its Flan of Operations, may designate 
eligible crop insurance contracts to a: {1} Assigned Risk Fund; (2) Developmental Funct- 
or (3) Commercial Fund 
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I ' i. Assigned ?dsk Fimd 



a. The Company may designate eligible crop insurance comraets T inc&dmg those 
previously designated & a Developmental Fund, thai have an aggregate net book 
premium no: greaser than the maximum cession limits specified m section 
ILBJ.cL to the Assigned Risk Fund for each $w&. The Company must rcain 
20 percent of the net book premium and associated liability for ultimate nee 
losses on these designated eligible crop insurance con3X££ts t except as provided 
in secdons HB J ,c. and ELBA The ikbiiijy for uldmate net losses not retained 
by the Company within each Stase will be ceded to FCXC ia exchange for an 
equal percentage of the associated net book premium included in die Assigned 
Risk Fund in ihat Staie, 

b, . The Company must designate eligible crop insurance contracts to the Assigned 

Risk Fund not laser than the u=ansaaion cutoff date for she week including the 
30th calendar day after ihz sales closing date for the eligible crop insurance 

contract usiless: 

L FOG determines that conditions exist shat would permit the policyholder 
to plant crops that are alternatives to the crops listed on she application for 
insurance, or ihere arc eligible crop insurance contracts transferred from 
the Farm Sendee Agency after the sales closing date. The Company may 
designate such aJtemadvs or o^nsferred crop insurance contracts to the 
Assigned Risk Fund no* later than the transaction cutoff da» for the week 
containing the 30& calendar tiny sf :er the acreage reporting date; or 

ii, FCIC approves a written agreement for limited or additional coverage 
contracts of insurance after ihe sales closing dare. The Company may 
designate such eligible crap insurance comracs to die Assigned Risk P^ixad 
not later ihan the transaction cutoff &a& for the week containing the 30th 
calendar day after FCIC approval 

c„ Unless otherwise specified in ihe Agreement, in the event me aggregate net book 
premium for all such eligible crop insurance connects exceeds the maximum 
allowable cession for my individual State, the amount ceded for each eligible 
crop insurance contracs in such State will be reduced pro-rata to the maximum 
allowable cession for to State. The net book premium and associated liability 
for uldmate net losses tha exceed the maximum allowable cession for as 
individual State ^nH be placed ia the appropriate Development! Funds for that 
State on a gmjmz basis, 

& Tire Assigned Risk Fund maximum cession limits for each State axe: 
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Maximum 



Maximum 



Sr>£ 


Csssksx 


Slate: 


Gsss 


Alabama 


50% 


Monxana 


75* 


Alaska 


75% 


Nebraska 


20% 


Arizona 


55% 


Nevada 


75% 


Arkansas 


50% 


New Hampshire 


10% 


California 


20% 


New Jersey 


50% 


Coicrado 


20% 


New Mexico 


55% 


Conuecjicui 


35% 


New York 


40% 


Delaware 


30% 


Nonh Carolina 


20% 


Rorida 


40% 


North Dakota 


45% 


Gesrgk 


15% . 


Ohk> 


25% 


Hawaii 


\Q% 


' Oklahoma 


50% 


Idaho 


45% 


Oregon 


30% 


Eimob 


20% 


Pennsylvania 


25% 


Indiana 


20% 


Rhode Island 


75% 


Iowa 


15% 


Soush Carolina 


55% 


Kansas 


20% 


Saaih Dakota 


30% 


Kentucky 


15% 


Tennessee 


35% 


Loaisisna 


50% 


Texas 


75% 


Maicc 


15% 


Utah 


75% 


Maryiaxad 


20% 


Yennonr 


15% 


Massachusetts 


45% 


Vxrginxa 


30% 


Michigan 


50% 


Washington 


30% 


Minnesota 


20% 


Vfssi Virginia 


75% 


Mississippi 


50% 


Wisconsin 


35% 


Missouri 


20% 


Wyorcdng 


35% 



e. Ail eligible crop insurance contracts, including CAT, all revenue insurance plans, 
and all osher insurance plans, chat are designated, to the Assigned Risk Fund will 
be $lz£&& in a single fmd in each state, which is shown under "B* in sections 
3LC and D. 

2, Developmental Funds 

a.. Tfce Company may designee z&gibltr crop Insurance contracts co any of three 
Developmental Funds as foHowst 

ftmdC CAT; 

J^ind R Revenue insurance plans; or 

Fund B AB other oop insurance plans. 
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b. If the Company declares in its Mzn of Operations that it will forgo the use of the 
Commeitiai Fund in all States, then ail eligible crop insurance policies not 
designated to the Assigned Risk Fund vvilj be placed in the appropriate 
Developmental Fund 

c, Designations to Developmental Funds must be made: 

L For carryover crop insurance contracts insured with the Company the 
previous yzzc that have contract change dates occurmg on or after July 1, 
not later than she transaction cutoff date for the week containing die 30tn 
calendar day after the contract change date far the applicable crap and 
insurance plan for each reinsurance year;' 

il For carryover crgp insurance contracts insured wish the Company the 
previous year that have contract change dsses ocosning before July 1, not 
latex than the transaction cutoff date for the week: containing Am gust 1" of 
the reinsurance year; and 

iil For all other eligible crop insurance contacts, not iaj&r than the transaction 
cutoff date for the week containing the 3Qth day af&sr the zsiss closing date 
fcrr the eligible crop insurance contract 

& The Company must retain at least 35 percent of the net book premium and 
associated liafciliry for ultimate net Josses on eligible crop insurance connects 
placed ina> each of the Developmental Funds within each State. The Company 
may retain a greater percentage of the net book premium and associated liability 
for ultimate net losses within any State whenever is designates percentages 
greater than 35 percent in Us Plan of Operations for any reinsurance year. Such 
percentage designations must be in 5 percent increments. The three 
Developmental Funds' retention percentages may differ wiifaia a State, The 
liability for ultimate net losses not retained by the Company within each St&ss 
will be cedes! so. FQC in exchange for an cx^l percentage of she associated net 
book premium included in the Developmental Funds in that State, 

3, Commercial ¥\s&<h 

a. Any eligible oop insurance coccraa not designated by the Company to the 
Assigned Risk Fund or a Developments] Fund will be placed in one of three 
Commercial Funds as follows: 

Fund C CAT; 

Fund R Rcveaae msurar.ee plans; or 

Fund B All other crop insurance plans. 
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b. The Company must retain at least 50 percent of ihe net book premium and 
associated liability for uiamate net Josses on eligible crop insurance contracts 
designated ic each of the Cornsncrdai Funds within zach $t*x&. The Company 
may retain percentages of me net book premiums and associated liability fox 
ultimate net -osscs wihir* any State whenever it designates percentages greaxr 
than 50 percent, in its Plan of Operations for any reinsurance year. Such 
percentage designations must be made in 5 percent increments. The three 
Commercial Funds' rcienrion percentages may differ within a State. The liability 
for ui ornate na losses not retained by the Company within each State will be 
ceded to FCIC in exchange for an equal percentage of the associated net book 
premium included in the Commercial Funds in thai State. 

4, Company Minimum Retention 

a, After ail proportional reinsurance cessions under this Agreement, the Company 
must retain a percentage of net book premium and associated liability for 
ultimate act losses that equals or exceeds 35 percent of its book of business. 
However, if more than 50 percent of the Company's book of business is in the 
Assigned Risk Fund or the Company designates eligible crop insurance contracts 
only to the Assigned Risk. Fund and Developmental Fundi, the Company must 
retain a percentage of net book premium and associated liability for uldmaxe ne; 
losses of at least 22.5 percent of its book of business, 

b. In the event that the Company fails to retain the required minimum percentage of 
its book of business under ihh Agreement ihz percent of net book prcmiunu and 
associated liability for ultimate net losses for ail eligible crop insurance contracts 
included in the Assigned Risk Fund in all Stales will be increased on a pro-rata 
basis from the 20 percent retendon suited in section HB.l^ to the retention 
necessary to meet the minimum retention stated in section HB Aa. 

C, Non-Proportional Reinsurance 

L Company's Responsibility forUldmaie Net Losses 

The nos-piapomonal reinsurance provided hereunder applies to die Company's 
retained book of business in each individual Fund and Stats after proportional cessions 
under subsccdon IXJEL For each Fund and State, the Company's responsibility for 
ultisnase net losses will be dejernuned as follows: 

a. The Company will retain m following percentages of the amoum by which its 
retained ultimate nes losses in each individual Stare and Fund exceed 100 percesx 
bus are k$$ than or equal to 160 percent of the Company's retailed net book 
premium in that State and Fund for the reinsurance year, 
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(B) (Q (R) 

L Comrnerdai Fund 50,0 percent 50.0 percent 57.0 percent 

il Developmental Fund 2.5.0 percent 25.0 percent 30,0 percent 

ill Assigned Risk Fund 5.0 pcrczm - - - — 

b. b addition to the arnotmi determined under section HCLa., the Company will 
retain the following percentages of the amount by which its retained ulrimatc net 
losses in each indi vidua] State and Fund exceed 160 percent but are less than or 
equai to 220 pexcent of the Company's retained net book premium in thsx S&& 
and Fund for the reinsurance year. 

(B) (Q 00 

L CtommcrciaJ Fund 40.0 percent 4<K0 percent 43,0 percent 

ii Developmental Fund 20.0 percent 2G.Q percent 22*5 percent 

iii. Assigned Risk Fund 4,0 percent « ~ - 

c\ In addition to the amounts determined under paragraphs ILCL& znd b.„ the 
Company will retain the following percentages of the amount by which its 
retained ultimate net losses in each individual State and Fund exaxd 22G percent 
bat are less than or equal, so 500 percent of the Company's retained net book 
premium m mat State and Fund for the ndnsOT&ee year, 

(B) (Q (R) 

i Commercial Pond 17,0 percent 17,0 percent 17,0 percent 

ii. Developmental Fund 1L0 percent 11.0 percent 1L0 percent 

nl Assigned Risk Fund 2.0 percent * ~ - — 

cL FQC will assume ultimate net losses in excess of the Company's refined 

ultimate losses as determined under paragraphs XLCl.a^, b„ and c. In addition, 
FOC will assume 100 percent of die smoam by which the Company's retained 
ultimate net losses in each individual State and Fund exceed 500 pcxczm of the 
Company's retained net book premium is thai State and Fund for the reinsurance 
year, 

D, Company 1 ? Retention of Underwriting Gain 

I , The amount of underwriting gain retained by the Company will be calculated - 
separately for each Fund within each State as follows: 

a. When the loss rado equals or exc&eds 65 percent but is less than 100 peram of 
the Company's retained net book premium m a Fund and Stass for the. 
reinsiirance year, die Company will retain me following percentages of me 
^derwridng fain: 
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(B) (C) (R) 

L Commercial Fund 94.0 percent 75,0 percent 94.0 percent 

ii Developmental Fund 60.0 percent 410 percent 60,0 percent 

Hi Assigned Fiisk ¥w\& 15-0 percent — 

b. in addition to mz amounts of underwriting gain deterrnineti in the range of loss 
ratios under section ELD, La., when the loss ratio equals or exceeds 50 percent 
bin is less than 65 percent of the Company's retained net book premium an a 
Fund and Staie for the reinsurance year, the Company will retain in that Food 
and State the following percentage? of the imderwriting gain: 

CB) (O (R) 

L Commercial Fund 7&0 percent 5G.G percent 70,0 percent 

ii. Developmental Fund 50,0 percent 30.0 percent 50.0perceut 

sat Assigned Risk F«ad 9.0 percent --- 

e, In addition to the amounts of underwriting gain cktenniaed in die rsnge of loss 
ratios under sections JLDA.&. and b„ when the loss ratio is less than 50 percent 
of ihc Company's retained net book premium in a Fund and State for the 
reinsurance year, the Company wOI retain in that Fund and Ssate the following 
percentages of the underwriting gain: 







(B) 


(Q 


(R) 


i. 


Comnsciciai Fund 


11.0 percent 


8,0 percent 


1 1*0 percent 


il 


Developmental Fand 


6,0 percent 


4,0 percent 


6.0 percent 


ill 


Assigned Risk Fund 


2,0 percent 


, „ . 






2. The underwriting gain or loss for each individual Fund will' be totaled for each State to 
determine the net underwriting g$iz or loss for thai State, 

3. Use Company's net underwriting gain at loss will be determined by totaling die net 
nnderwriring g sins or losses for 2& Stales, Any net underwriting gain wOI be paid by 
FCIC to ifae Company at annual settlement except as provided in section ILXX4* Any 
net underwriting loss of the Company will be. paid to FGC by the Company with each 
monthly summary report 

4. Reinsurance Account 

a. All calculations described in this section arc only applicable to the annual 

settlement The balance In the Company's reinsurance account is subject to the 
provisions of section V.U. 
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b. If the Company's overall gain for all Scales in any reinsurance year excxeds 
17,5 percent of its tztzinzd rxti book premium for thai ranscraace year, 
60 percent of the amount above 17,5 percent will be hdd by FCIC In a Company 
reinsurance account 

c If' to Company retains an overall loss or an overall gain iers than 17.5 percent of 
its retained net book premium m any reinsurance year, any balances in the 
Company's reinsurance account will be paid so die Company to die extent 
needed to obtain an overall gain of 17.5 percent of retained net book prsnriiBH, 
or a lesser amount if the balance in the account is not adequate to achieve this 
pcrcenuige. 

& Except only fox those fundi that are the subjeci to the provisions of secdon VX 
or 10 Hngarion cr arbitration between the Company and FOC, or set-off is 
accordance with secrion V.U*, funds from a reinsurance year that have been 
placed in this account for any one reinsurance year wOl be remrncd to the 
Company 2 years after the firs: annual settlement for such reinsurance year. 
Payment will be made on a first in, first out hms, (For example, any balance 
remaining from the 199S reinsurance year wiH be paid in Febaiary 2001.) 

e. In the. event of serrnination or nonrenewal of this Agreement, balances in the 
reinsurance account will be paid, less those tods that axe subject to a claim by 
FOC as follows: 

L If icrrninaied by the Company, 50 percent of the balance will be paid at the 
dase of the annual settlement that would have occurred for the first 
reinsurance year after terrmnadon, and 50 percent will be paid 1 year later, 
provided neither the Company nor any other company associated with the 
Company (as determined by FCIC) has zvplizd for reinsurance under thz 
Act 

ii Whenever FCIC terminates this Agreeroear or does not renew this 

Agreement or orTer any subsequent Agreement, arty remaining balance shall 
be paid 1 year after the first annual settlement of die reinsurance year 
sermmaxed. 

£, Notwithstanding any provision of any earlier Standard Reawmancc Agreemeat 
any balance in the reinsurance account accurnuia&d from the 1997 orpdor 
reinsurance years will be paid out in accordance wish section HD A This 
provision will be impiemented at the vims of the nnsml settlement far the 
Agreement in effect for the 1997 reinsurance year. No interest will be paid on 
juch amounts. 
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E, Commercial Reinsurance 

Tnz Company may reinsure commercially its liability for ultimate net losses remaining zfvts 
all cessions under this Agreement. When comnscrcial reinsurance is required in order for the 
Company to meet the Standards for Approval (7 CF.R. pan *GG, subpart L), the Company 
must describe in the Plan of Operations its commercial, reinsurance plan and provide she 
documeniatioxi required by FCIC to assure that the potential liability for premiums retained 
after such commercial reinsurance meets the requirements contained in the Standards for 
Approval. 

SECTION HI SUBSIDIES AND ADMINISTRATIVE FEES 

A. FOC will provide mk subsidy and A&O subsidy on behalf of producers as follows: 

1 . Risk subsidy shall be determined as provided by the Act and will be provided to she 
Company on die monthly summary report 

2- A&O subsidy for eligible crop insurance contracts will be determined as ser forth 
below and will be paid to the Company on the monthly summary report afterths 
Company submits, and FCIC accepts, the information needed to accurately establish 
the premium for such eligible crop insurance contracts. Notwithstanding the 
provisions of this season, under no circumstances will A&O subsidy be v&id in excess 
of the amount authorised by statute, 

a. For any eligible CAT crop insurance contract, percent of net book premium, 

b. For revenue insurance plans ihas can not increase liability whenever the marte 
price at harvest exceeds the marker price si the time of plaaring, 27,0 percent of 
die net book premium attributed to such eligible crop insurance contracts, not to 
exceed the amount that would have been paid had. each eligible producer 
purchased ilxniced or additional coverage- under an insurance plan that insures 
loss of individual yield 

c For revenue insurance plans chat canineresse liability whenever the market price 
at tine time of harvest exceeds the market price si the time of planting, 23,25 
percent of the net book premium attributed to such eligible crop insurance. 
conn-acts., 

ci For eligible crop Insurance contracts that provide coverage ondex the GRP, 210 
perceru of the net book premium attributed so such eligible crop iftsuraace 
contracts, 

t. For limited or additional coverage not included in sections 3H.AJ- b. t a, and <L 
27,0 percent of net book premium attributed to sucb eligible crop insurance 
contracts. 
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i. The amounts payable under sections HLA.2.b M c d, and t., will he reduced by 
the amount cf administrative fees applicable io such policies reused by the 
Company. 

g. If the amount cf A&O subsidy payable: to the Company for my limited coverage 
eligible crop insurance contract is less man the administrative fee retained by the 
Company on such contract the administrative fee will be considered payment m 
full for (ut A&O subsidy on such cgs-tscl 

B . The Company shall collect administrative fees from producers and may retain only such 
amounts as set forth herein: 

1 , For CAT, $50 for each eligible crop insurance contract no? to ezc&sd $200 per county . 
and $600 for all counties combined for each eligible producer. The Company shall 
retain not more than S 100 per count)' for each eligible producer as compensation for 
the costs of selling and servicing the eligible CAT crop insurance contracts. In the 
event me eligible producer is a limited resource farmer as 6z^ncd in the regulations, 
the Company shall submit the required evidence to FQC arid FCiC shall pay the 
Company the appropriate fee on me monthly samnsaxy report. 

2. For limited coverage, $50 per eligible crop insurance contract not to zxczzd $203 per 
county and $600 for all counties combined for each eligible producer. The Company 
shall retain not more than S 100 per county for each eligible producer, Any fees 
retained by the Company will be offset against die A&Q subsidy. 



j. 



For additional coverage, $10 per eligible crop insurance conmact to be paid to F-CLC 
by me Company. 



C. The amcum: of A&O subsidy may be adjusted to a level that FGIC determines to be 
equitable if issuing or servicing eligible crop insurance contracts involve expenses that vary 
significantly from the basis used to determine the A&O subsidy under this section: Srxmkd; 
That such A&O subsidy does not exceed the maximum amount specified by statute. 

D . In the e vent the Company determines that is can deliver eligible crop insurance contracts for 
kss th&a the A&O subsidy psid under this section, it may apply to FQC for approval to 
reduce the amount of producer premium charged to pc$.cyhQlders by an amount 

coat spending to the value of the efficiency* 

E. With the exception of raisins, the Company may not submit estimated &&a for the purpose 
of .establishing premium, liability, or indemnity, For raisins, die Company may suhsok 
estimated reports not io exceed 2 tons per acre, which will be used to determine the 
estimated A&O subsidy for eligible raisk crop insurance emmets* In the event the actual 
raisin net book premium is kss than this estimate, the Company will include me txczss A&O 
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subsidy as sri amount owed to FCIC In the first monthly summary report after the actual 
raisin tonnage is known, Interest on this amount, a? the rare set forth in sccdon V.C2. 
calculated from the dac of paymem by FCIC to tie date of the monthly summary report 
upon which the actual ionnage is reported, musr be included as an amount owed to FCIC 

?. 'Hie billing statement provided to the policyholder wll contain the foUowing infonnsrio& 

1 . The Ectai premium calculated by adding 2 and 3 below; 

2. The risk subsidy and A&O subsidy paid or provided by FCIC to the Company on 
behalf of the policyholder; and 

3. The amount of premium and any adrainistradve fee? due the Company from the 
policyholder. 

G. All data on which Eabilides and premiums are based tnusrt be reported by. the Company and 
accepted by FCIC not later ifa&n she aranssctica cut-ofT date for die twelfth week after the 
week thai includes the ksest acreage reporting da& specified in she actuarial data master Eie 
for any eligible crop insurance contract insured by the- policyholder. The k&Q subsidy for 
eligible crop insurance contracts under this Agreement will be reduced if the data are 
delayed, unless the delay is caused in whole or in pan by FCIC, as follows: 

Data Received 

23th through 15xb 1*5 percent 

16th through l?xfa 3.0 percent 

18th or re ore 4 5 percent 

R No A&O subsidy for eligible crop insurance contracts under this Agreement will be paid if 
the agent or loss adjuster SSN is not submiaed and accepted by FCIC 

L A&O subsidy will be paid to the Company beginning with the October monthly summary 
report It will be paid in one ansailmem based on the data obtained from accepted acreage 
repons (preliminary manage report for eligible raisin crop insurance conn-acts) in 
accordance with processing provisions contained in Manual 13," 

SECTION IV. LOSS ADJUSTMENT EXPENSES 

A. For eligible CAT crop insurance contrasts* FCIC will pay to she Company an amount eqaai 
to 4.7 percent of the total net book premium for eligible CAT crop insurance contacts 
computed at 65 percem of the recorded or appraised average yield indemnified at 
100 percent of ihz projected market price, or equivalent coverage, for loss adjustment 
expense. Hie loss adjustment expense specified in this secacn wiH be included in ^ht 
. monthly summary report containing the data obtained from acreage reports that have met 
the processing provisions specified in Manual 13. In add! don to she amounts sm&& h this 
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subseccon:- 

i , If the actual loss ratio on the Company's net book premium of all eligible CAT crop 
insurance contracts for die reinsurance year exceeds 60 percent but b not grtaier than 
160 percent, TC1C will pay to the Company, as loss adjustment expense, an additional 
0.017 percent of the net book premium on all eligible CAT crop insurance contracts 
reinsured under this Agreement for each full point between a 60 percent and 
160 percent loss rada The "loss adjustment expense payable to the Company under 
frds paragraph will not exceed L7 percenL The lo$$ adjusencjit expense payable to 
she Company under this paragraph for snch eligible CAT crop insurance contracts shall 
be computed on premium determined at 65 percent of the recorded or appraised 
average yield indemnified at 100 percent of the projected market price, or equivalent 
coverage. 

2. la addition to the amounts stated in section FV.aJ, if the actual loss ratio on the 
Company's net book premium of all eligible CAT crop insurance contracts for the 
reinsurance year exceeds 160 percent b\zi not greater than 260 percent, FQC v/ili pay 
tc the Company, as excess loss adjustment expense, an additional 0,007 percent of the 
net book premium on ail eligible CAT crop insurance camncts reinsured under this 
Agreement fox each full point between a 160 percent and 260 percent loss ratio. The 
excess loss adjustment expense payable under this paragraph will not zxce&d 
0,7 percent Tne excess loss adjustment expense payable under this paragraph for 
such eligible CAT crop insurance cons-acts shall be computed on premium determined 
as 65 percent of die recorded or appraised avenge yield indemnifkd at 100 percent of 
projected market price, or equivalent coverage. 

B, Less adjustment expenses under $ectic!n FY.A. will be Included in the monthly summary 
report that contains losses exceeding -he ^-resholds specified in section IY.A» and that meet 
the processing provisions specified in Manual 13. 

SECTION V. GENERAL PROVISIONS 

A, Collection of Information and Data 

The Company is required eo collect and provide to FQC the SSN or the EXN as authorized 
and required by the Food. Agriculture, Conservation, and Trade A« of 1990 (Fnb, L 
101-524), and the regulations promulgated thereunder, as codlfaed in 7 CFJL pan 400* 
subpart Q, 
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B. Reports 

1 . The Company most submit accurate and detailed contract data to FCIC through iht 
DAvS in accordance with the rccjuirenienis of Manual 13. The DAS wiU only accept, 
and the Company will only be required \q submit daia through the automated system 
fcr 3 yean following the first annual seaiemem for the reinsurance year. Settlement of 
claims sriil in litigation, arbitration, or any administrative proceeding 3 yean after the 
first annual serdemera for such reinsurance year must be rcponcd to FCIC aid will be 
processed manually following final .resolution of such action. 

2. All reports submitted for reimbursement must be certified by an authorized officer or 
auihoriacd employee of the Company. The required certification statements are 
contained in Manual 13. 

3. Failure of the Company to comply with me provisions of this Agreement including 
timely submission of the monthly and 'annual senjemens dam and reports, or any, other 
report required by this Agreement does not excuse or delay the requirement to pay my 
amount due to FCIC by the dates specified herein. Failure of the Company to make 
payment in accordance with the provisions of this Agreement is a default of this 
Agreement by the Company. Ip addition to the payment of applicable interest, such 
actions may be a basis to suspend or terminate this Agreement 

4. Producer premiums; and administrative fees collected by iha Company roust be 
reported on the monthly summary report subnanad in she next calendar month after 
collection. Producer premiums and administrative fees that are uncollected for each 
billing date must be reported by the Company or. the monthly summary repon for the 
month following she month combining the billing dais, 

5. All payments due FCIC from the Company will be neaed on the monthly and annual 
settlement reports with amounts due the Company from FCIC Any amount due FCIC 
as a result of the netting effect must be deposited on or before the Company's payment 
date directly into FCICs account in the U, S< Treasury by EFT. FCIC will izmix 
amounts due trie Company by EFT on or before the FOC payment date. Any 
amounts due FCIC or the Company ihzx fre not rirncly remitted are subject so the 
interest me pro-visions contained in section V. C, with snch Lntsrest accruing mom 
the date such payment was due to iht date of payment. 

6. In the event thai a payment would be due to the Company except for ih$ erroneous 
rejection of dats by FCIC, the Company shall be enrided to interest accrued on these 
amounts for the period of such £&hy t at the rate provided in section V. CI. 
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7. In addidon tc the reporting requirements contained in Manual 13, the Company will 
provide other information relating to policies reinsured hereunder as may be requested 
by FCIC 

8, All payrcenss and re pons art subject to post audit by FCIC in accordance with section 
V.X." 



C. Inters 



L Any interest that FCIC is required so pzy the Company under the terms of this 
Agreement will be paid in accordance with the interest provi siens of the Contract 
Disputes Act (41 ILS.C 601 £f #&.}. 

2- Any interest that the Company is required to pay FCIC under die ffixms of this 
Agreement will be paid at the simple interest rate of 15 percent per annnnt.. 

3, The Company will repay with interest any amount paid to the Company by FCIC that 
FCIC or the Company subsequea&y determines wsjs oot due. 

4, FCIC will repay with interest any amount paid by the Company to FOC which FCIC 
subsequently determines whs not due. 

Escrow Account 

L At the Company's request, FCC will allow th& Company to establish an escrow 

account in the name of FOC as a bank designated by the Company, and approved by 
FQC to reimburse the Company for payment of losses to eligible producers by the 
Company. The Company's bank must pledge collateral as required by 31 CJrJL 202 
in the sraourn dsxermiricd by FCIC The requhxrnen&s for funding the escrow account 
and monthly balancing are contained in Manual 13 and the Escrow Agreement 

2. Any Company that elects not to utilize escrow funding will be reimbursed for paid 
losses validated End accepted on the monthly smnrnaxy report, 

3. For ihe purpose of this Agreement, any loss wHJ be considered paid by die Company 
when she instrument or document issued as payment of the indemnity has cleared the 
Company's bank account 



E* Form 



The Company must submit for FQCs approve? all forms incorporated by reference into the 
eligible crop insurance contracts reinsured under this Agreement Any such forms must not 
be used hy the Company tmriJ approved or otherwise authorized is writing by FOC 
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f. SuppJenientaJ Insurance 

1. Tlit Company must no? sell any contract of insurance or siMkr instrument &&t may 
shift risk to or otherwise increase the risk of any eligible crop insurance contract sold 
or reinsured by FCIC. The Company must submit any contracts of insurance or 
similar instruments to FCIC for review and approval prior so selling them, FCIC will 
not reimburse the Company for any loss occurring on an eligible crop assurance 
contract if the Company %o\d a contract of insurance that FCIC determines to have 
shifted risk to or increases the risk of such eligible crop insurance contract reinsured 
under this Agreement, or if mt Company administers the contract of insurance w s 
manner inconsistent with its submission and the FGC approval 

2. The Company must maintain and make available to FCIC the SSN and HN and 
underrating herniation pertaining to any contract of insurance ^t-nnen in conjunction 
with eligible crop insurance contracts reinsured under this Agreement including tfee 
contract cumber of ihz related eligible crop insurance contract 

Q, Insurance Operations 

I . Plan of Operations 

a- This Agreement becomes effective with respect to any reinsurance year npon 
approval of (he Company's Flan of Operations by FCIC The Flan of Operations 
must be submitted to FOC by April 1 preceding the reinsurance year. 

b. The Plan of Operations mvsi meet the requirements and be in the format as 
contained in appendix 2, 

c The Company may subruk a request to amend an approved Plan of Operations as 
any time to reject changing business considerations and sales expectations. 
Such amendments must be in writing and must be approved by FCJG in wridng 
before irnpletncntadon by the Company* The request will be evaluated following 
the procedures applicable so a nxnely filed original plan, except rhzx FOC wSJ 
also consider whether FCXCs risk it rnateiiaily increased. Requests for 
amendment where the dsk: iis,s jnsjemlly increased will only be considered if 
FOC at its sole discredon, determines tbat its actions or those of USDA have 
substantially increased the risk of underwriting loss on eligible crop insurance 
contracts previously written by the Company. 

d The Plan of Qperadcns is incorporated in &&$ Agreement by reference. Material 
failure \o follow the Plan of Operations may be a basis for FCIC to terminate &t$ 
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i r 2. General Operations 



a. All eligible crop insurance contracts reinsured under this Agreerncrn must be sold 
by properly trained and licenced agents. Employees, agents, broken, solicitors, 
or any other sales representatives of the Company who quote premium rates and 
coverages or provide other infbnnarion in the sale of eligible crop insurance 
contracts so current or prospective policyholders must be Heeded or certified to 
crop insurance if available, or b the property and castiaJty line of insurance if a 
crop insurance license or ceniucadcR is not available. 

b. The Company shdi not permit its sales agents, agency employees* sales 
supervisors, or any spouse or fsrnily member redding in the same household as 
any such sales agent, agency employee, or sales supervisor to be involved in any 
way wim the following aedvides in any county or adjoining county where the 
sales agent agency employee, any competing agency or sales supervisor 
performs any sales functions; 

L The supervision, control, or adjusscneftj: of any loss; 

u. A determination of a claim or cause of loss; or 

hi. Ye-ificadon of yield? for && purpose of establishing any Insurance 
coverage or gaaranme, 

c«, The- Company shall not permit its claims supervisors or any employee, or 

contractor involved In the desermiaadon of ihe amount or cause of any loss so be 
involved in any way with she sales of any eligible crop insurance contact in any 
count)' or adjoining county in which ukj perform any loss sdjastmens or claims 
services. 

d The Company shall no? permit its sales agents, she owners or employees of its 
sales agencies, its sales supervisors, or my spouse or family, member residing in 
the same household as any such person, to be involved in underwriting any 
eligible crop insurance contract wrinen by any such person. 

e, Aay person employed by the Company for she general supervision of the crop 
insurance program m an area may supervise activities associated with the general 
admirdstratioH of the crop bsurance program m ihat area, which may mdade 
tr&ift&g, servicing, mderwnrjxig v end loss adjusting. However, ail quality coots! 
reviews must be conduced by objecdve and unbiased persons who were no* 
involved in establishing the g^arznjse or adjusting the loss, or the sates or 
supervision of sates for the policies reviewed 
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t The Company tnuss verify all yields and Qiher mfcrrnadon used to establish 

insurance guarantees and Lndemniry payrnenis in accordance with the procedures 
approved by FGC. Guarantees must be verified in accordance with the, 
requirements of the approved Manual 14 and applicable procedures. 

g. The Company mmi use crop insurance contract, standards, procedures, 
methods, and insirucdons as issued or approved by FCIC in the sales, service, 
and loss adjustment of eligible crop insurance contracts, 

3 . Mans gin g G encraJ A gents 

If the Company will perform 1x5 res/pondbiiiues under this Agreement through a MGA< 
the Company must certify to FdC in die Plan of Operations that such MGA is in M 
compliance with ihe laws and regulations of the 5 sate in which such MGA is 
incorporated or, in the absence of such laws, and regulations, with the National 
Association of Insurance Commissioners' Model Act governing MGAs\ 

H. Access to Records and Operations 

Upon written request, unless otherwise authorized by the Manager of FQC, [he Company 
must provide FCIC reasonable access to Its offices, personnel (including agents and loss 
adjusters), and ail records thai pertain so th& business conducted sender ibis Agreement at 
any time during normal business hour? for the purpose of invest! gadon* audit or 
examination, Including access to records on the operation of the Company. The Company 
must designate in in Flan of Operations each location where records and documents are 
retained Records pertaining to premium ox liability must be retained ijntil 3 years after the 
annual settlement cisie for ihe respective reinsurance year, FCIC may require on s 
case-by <ase basis the Company to retain certain specified records for a longer period if it so 
notifies the Company in writing at any dine before disposal of the record, The Company 
should be aware that ihe smuts of iixniarioas for bringing a suit for any breach of this 
Agreement is 6 years. For the purpose of mis section ihz term "FCIC" includes all U.S. 
Government agencies including but notJirruEed to US DA Office of .Inspector General, tie 
General Accounting Office, and the Department of Labor, 

I. Compliance and Corrective Action 

L The Company must be in compliance with the provisions of mis Agreement the laws 
and regulations of the United States, the laws and regxilarions of the States and locales 
in which the Company is conducting business under this Agreement, mkt$$ such Sate 
and Iocs! laws and regulations are in conflict with this Agreement and all buliedns, 
handbooks, tnstrucrions, and procedures of FCIC, 

2, The Company must cooperate wish FCIC in. the review of Company operations. 
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3. If FCIC finds that the Company has not complied with any provision of to 
Agreement, and the Company has not taken appropriate: sseps to correct the reported 
act cf non-compliance, FCIC may ai its dbcrtbon* require that the Company cake 
corrective action within 45 days of the date of such written demand The Company 
must provide FCIC with satisfactory documentary evidence of die corrective action 
taken to address the reported act of non-compliance, 

4. Whenever an act or omission by the Company ma&riaily affects ihe existence or 
amount of die indemnity or premium paid (including bttt not Unused to incorrect APH 
calculations; improper adjustment of Joss; sales agents or sales supervisors involved in 
the adjustment of losses; failure to verify' eligibility for insurance, acreage planted or 
prevented from planting, insurable shares, insurable causes of loss, asit divisions, or 
nonstandard classifications) sad FCC is able 10 determine me correct amount of 
indemnity car premium chat should have bees paid: 

a. FCIC shall inquire the Company to report to FCIC through the DAS system ihe 
correct amount of indemnity or premiums, and 

b* VCIC may require the Company to refund any A&O subsidy that exceeds she 
amount the Company was. entitled to receive, 

5. The Company provides valuable program delivery services for which payment is made 
in the form of A&O subsidy. FQC and the Company agree mat FCIC is damaged by 

a failure of she Company 10 provide services or to comply wi& FCIC requirements and 
procedures and that the value of such service or failure to comply is difficult to 
determine because damages are uncertain and me amount of services or failure to 
comply is difficult to quantify. FQC and the Company agree that in view of the 
difneuley of determining the exact value of each service, the amounts stared below are 
reasonable estimates of the value of such services, 

a. If the Company's Joss adjustment performance and praedces are not carried out 
in accordance with tins Agreement and FQC assumes the Company's loss 
adjustment obligadons, the Company shall pay FCIC an amount equal to 

10 percent of the net book premium on all eligible crop insurance contracts 
adjusted or readjusted by FCIC, 

b. If this Agreement should be terminated for cause, the Company shall pay FQC 
the equivalent of 10 percent cf the net book premium for all eligible oop 
insuxasce contracts. 

c. In the event of the following failures to comply with the terms md conditions cf 
mis Agreement, the Company shall pay FQC as follows: 
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L For failure to follow approved sales zgzm training requirements contained 
in Manual I A, I percent of the nei book premium for eligible crop 
insurance, contracts written by sales agents not trained in accordance with 
Manasi 14 if. for the purposes of this subparagraph only, the number ot 
such sales stents exceeds 5 percent of all sales agents requiring training; 

il. For failure jo follow approved loss adjuster training; requirements contained 
m Manual 14, ] percent of the net book premkm for eligible crop 
insurance contracts adjured by loss adjusters not trained in accordance 
with Manual 14 if, for the purposes of this subparagraph oniy» the number 
of loss adjusters exceeds 5 percent of the loss adjusters requiring n-aiiring; 
and 

ill For failure to follow approved quality control review requirements in 
Manual 34, 1 penxnc of she net book premium for eligible crop instmmce 
con erects net reviewed in accordance with Manual 14, but which were 
required let be reviewed, if the number of reviews not performed exceeds 
5 percent of the number requir? * 



: inert. 



d. For failure to follow FOC approved procedure that materially impacts die 

existence or amount of the loss, the Company shall pay to FCIC 3 percent of the 
net book premium of all eligible contracts for which each failure occurred 

c. The loual snsoniH payable under seedous V. I. 5. c and d may not exceed 4 J 
percent of she net book premium on each eligible crop insurance contract for 
which any payment is due FCIC under secnons V, I 5, c, or d. 

6, Any payment due from or $m& by she Company under this section shall be in addition k> and 
without prejudice to any other rights of FOC, or the United States, if the deficiency in 
compliance with terms and conditions of this Agreement result from the Company's 
violation of criminal or civil false claims stsrj&s; 

7. FOC may, at its sole discreden, waive, reduce or delay repayment 

8 . Any amounts due from or paid by the Company under this section shall be paid ly she 
Company to FCIC on tht next monthly summary or annual settlement report after a 
final determinadoa by FGC Any payment nee timely paid will be subject to 
provisions of section V.C 

9. If FCIC collects any amount In accordance with section V, L 4, or VX5.&- or b*, &en 
FCIC will not require tht Company to pay any amount under section V, L 54. on tbs 
sarae elifdble crop insurance contracts. 



-.„. P: 
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10, Nothing in this subsection prevents FCIC from collecting any amounts due under this 
subsecdon from ihc Company and suspending or terrninaring this Agreement 

j. Suspension 

FCIC may suspend this Agreement for cause due io a materia] failure eg perform or comply 
with obligations under this Agreement. If this Agreement is suspended for cause: 

1 % The suspension will remain in effect uaai FCIC deiexrnincs thai- the Company has 
corrected the Mure and has taken steps to- prevent iis Qccixnrencc, 

2, TOe suspended, the Company may not sell any new crop Insurance contracts under 
this Agreement. However, if required by FCIC &e Company must service all eligible 
crop insurance contracts in effect at the timz of the suspension, 

3. If the Company does not properly service existing crop insurance contracts as reqinred 
by secdon \"J2. or has not corrected the failure- within 45 days of the date ihe 
Company is notified of the suspension, ihis Agreement will automadcaiiy terminate ax 
the end of the reinsurance year. 

K. Terrains don 



i. 



FQC may terminate this Agreement for cause one to a xns&eriaj failure to perform or 
comply with ofcliganons \mdzx this Agreement If this Agreement is lexrxuxtatied for 
cause, FQC will not provide reinsurance for eligible crop insurarice contracts issued 
or renewed afier the daie of the termmadon, FQC will provide reinsurance for 
eligible crop insurance contracts in erleet as of me date of the terminsricn undl she 
next caneeilarion date, 

2, If FQC terminates this Agreement for the convenience of th& government, FCIC will 
not provide reinsurance for any eligible crop insurance contract renewed or Issued 
af&er the date of termination, FQC will continue to provide A&O subsidy, risk 
subsidy, and reinsurance to ±c extent allowed irn&x mis Agreemem for eligible crop 
insurance coniracss in effect as of the date of the termination unrii the next caneeEaaon 
dae. Ko additional damages or amounts will accrue to the Company because of such 
tenninanoiL 

L« Dispute and Appeals 

L The Company may appeal any actions, finding, or decision of FQC under this 
Agreement in accordance wish the provisions of 7 CJFJt 400,1®. 
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2, FCC shall generally issue 2 folly doc undented decision within 90 days of the receipt of 
a nodec of dispute accompanied by ail informarion necessary to render 3 decision* If 3 
decision cannot be issued within 90 days FCIC will notify the Company within the 90 
day period of the reasons why %uch i decision cannot be issued and when it mli be 
issued. 

M Renewal 

This Agreement will continue m effect from year so year with an annual renewal date of 
July I of each succeeding year unless FQC gives at least 180 days advance notice in wrmag 
to the Company thai ifae Agreement will not be renewed This Agreement will autQcaadcally 
terminate if the Company Mte to submit a Plan of Operations by she d&t£ such Fi&s of 
Operations is due unless such other date is approved by FQC in writing. 

N, Appropriation Contingency 

The payment of obligations of FCIC under shis Agreement are conriagtm upon the 
availability of appropriations. Notwithstanding any other provision of this Agreement 
FOCs ability to sustain the Agreement depend.? upon the FCJCs appropriadon. If FOCs 
appropriation is insufficient to pay the obligations uz&ct this Agreement, and FCIC has no 
other source of funds for such payments. FCIC will reduce its payments S3 the Company on 
a pro rsta basis or on such other method as determined by FCIC to be fair and equitable, 

Oe Replacement 

This Agreement replaces any previous Standard Reinsurance Agreement between FCIC and 
the Company, except thai any obligations continuing under any previous Agreement wiU 
remain subject to the terms and condinons of such previous Agreement 

P. Cu t-Througb and Preemption of State Law 

L Whenever ihz Company snd its policy issuing company, if applicable, are unable to 
fulfill mcir obligations to any policyholder by reason of a directive or c?rder duly issued 
by any Department of Insurance, Cornmisdoner of Insurance, or by any court of ia** 
having competent jurisdiction or under drnilar authority of any jurisdicdon to which 
?he Company is subject, aO eligible crop insurance contracts afleesed by such dktc&rz 
or order that are in force and subject to this Agtc'mmx as of the date of such Inability 
or fausre to penorrn will be immediately transferred to FQC wiihout farther acdon of 
the Company by the terms of this AcreetnenL FQC will assume aU obligarions for 
impaid losses wheshcr occurring before at after the date of srsasfer, sad the Company 
must $%y FQC all funds In its possession with respect to all sack eligible crop 
insurance contracts transferred including, but sot limited to, prenuiams collected Yh% 
Comv&ny hereby assigns to FGC the ri|ht to all uncollected premiums on all such 
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policies. No assessment for any guarantee funds or similar programs may be 
computed or levied on the Company by any S&te for or on accoum of any premiums 
payable on eligible crop insurance conmscts reinsured under this Agreement. 

2, The provisions of 7 CJF.R. pan 400, subpart P pznnimnz to preemption of State or 
local laws or regulations are specifically incorporated herein and mads a part hereof. 

Q. Litigation and Assistance 

L The Company's expanses incurred as a restjk of litiga&oa are covered by the A&O 
subsidy and the administrative fee paid by the producer for CAT coverage, FGChas 
no obligation to provide any other funds so reimburse the Company for lidgation costs, 

X FCIC will also provide indemnification, ss authorized by the Act, including costs and 
reasonable attorney fess incurred by tfiz Company, thai result solely from errors or 
omissions of FQC 

3, The Company may request FCIC to provide non-monetary assistance, including 
witnesses, documents, a&d direction or sscb other assistance as FQC deems 
ircasoeab y ;c< FCIC may, as its option ekes to provide such assistance or u may elect to 
intervene- in any legal actios, Tnc Company agrees nos to oppose sach participation. 
FCIC will only agree ta the Company's ssqvscst far litigation assistance if the 
Company: 

a. Immediately notifies FCIC in writing of $he requested action sating forth die 
reasons such action would be ia &e best interests of FQC: 

b. Presents ali legal arguments favorable to its defense including those suggested 
by FCIC; and 

c. Docs not join FCIC as a pany to "the- scdon unless FCIC agrees ia writing jo be 
joined as t party. 

4, FQC will, st its sole discretion* determine if the requested action under this section 
will be granted. The criteria 10 deiermise such action wSl be whether svtdx action is in 
the best laserest of FCIC arid the crop in&am&ce program. 
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FL Suspension and Debarment 

Any person or business entiry who has been debarred or suspended by FQC or any other 
LIS. Government Agency, may noi be used by the Company in any manner which involves 
performance under this Agreement. 

S % Member - Delegate 

No member of or delegate to Congress nor any resident commissioner will be &dmiw$d to 
any share ox par, of this Agreement or to any benefit that may arise therefrom, except that 
this provision will nor be construed to apply to a benef s ro'm this Agreement that accrues to 
a corporation for its general benefit Members of or dekgass to Congress arc eligible so 
pirrchase a crop insurance coasrae? for any crop ir* which ihey have an insurable interest 

T. Discnminadon 

The Company must not diserinunaic against any employee, applicant for employment, 
insured, or applicant for insurance because of race, color, religion, sex^ age, physical 
handicap, marital status, or national origin.. 

U. SetOff 

1. Funds due from tee Company may be set off undsr the provisions of this Agreement or 
under the provisions of 3 1 U.S .C chapter 37. 

2, Any amount doe the Company under this Agrecrnect is not subject jo any lfe&, 
attachment, garnishment or any other similar process prior to that amours being paid 
under ±xs Agreement, ixnlc$$ such lien, attachment or garnishment arises tmder ride 
26 of the United Stares Code, 

3. 




by 
adnriiustrarive appeal. 

4 V 1& the event a Company fails to $&y any amount svhen due under this Agreement, any 
fbrther payments to the Company from FCJC v*tH be set off af aiast any amouacs dne 
FQC rsgaxdless of reinsurance yzsr until these amounts are paid with appropriate 
interest 

5. If an assignment hu been made pursuant to the provisions of section V, V, she 
following previsions will apply with respect to $&t og: 

a. Notwithstanding the assignment, FQC may set orT: 
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L Any amount due RaC under ihk Agreement; 

ii My amounts for ^hich ihc Company is indebted to the United States for 
taxes for which 3 notice of lien was riled or a notice of levy was served in 
accordance with the previsions of the Interna] Revenue Code of 1954 (26 
ILS.C 6323), or any amendments thereto or modifications thereof, before 
acknowledgment by PC1C of receipt of the notice of assignment; and 

Hi Any amounts, other than amounts specified in paragraphs i and ii. above 
due id FCIC or any other agency of thz United States, if FQC notified the 
. assignee of such amounts to be set of? at or before the time 
acknowledgment was made of receipt of the notice- of assignment 

Y* Assignment 

No assignment by the Company shall be made of the Agreement, or the rights thereunder, 
urJess the Company assigns the proceeds of the Agreement to a bank, trust company, or 
other financing institution, including any federal lending agency, ox to a person or firm that 
holds a Lien or encumbrance at the time cf assignment, and the Company receives the prior 
approval of FQC to assign the proceeds of this Agreement so any oti-er person or fern: 
grey Med , That such assignment will be recognised only if and when me assignee thereof 
files with FCIC a vmven notice, of the assignment Ksgethcr with a signed copy of the 
instrument of assignment, and, Eagiditolfigtfajsx, That any sneh assignment mast coverall 
amounts payable and not already p&6 under the Agreement shall not be made to more than 
one part)-* and shall not be subjeci to farther assigroxient, except that any such assignment 
may be, made to one party as agency or trusses for two or roore parties. 

W, Liability for Agents and Loss Adjusters 

The Company is solely responsible for the conduct and training of its personnel, agents and 
loss adjusters within the parameters of this Agreement, Liability incurred, to die exient it is 
caused by agent or loss adjuster error or omission, or f allure to follow FQC approved 
policy orprocediire. is the sole responsibility of the Company/ The assumption of 
responsibility under this season is orJy for the purpose of this Agreement and may not be 
relied upon by zny person or entity no* a parry to this Agreement for any purpose. 
Rehasrurance of eligible crop insurance contracts may only be denied if ihere exists i partem 
of failure to follow FCXC-approved policies or procedures, or allowance of errors or 
omissions, or the Company knew or should have known of the failure to follow FCIC- 
approved policies or procedures, or errors or omissions, and failed to take appropriate 
action to correct the situation. 
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X. Perforata tece Audit 

Nocviihsi&nding any ether provision hereunder, FCIC roust notify the Company that the 
Company may be responsible for an error, omission, or failure to follow FCIC approved 
policy or procedures znd that a dehi may be owed; within 3 years of the end of the 
insurance period daring which the error, omission, or failure is alieged io have occurred 
7"he failure to provide dmely nodec required herein shall only relieve the Company from 
Ifabiliiy for she alleged 6shi owed Three yean after the first annual seaicmem, such 
reinsurance year shall be decix-ed finally closed unless these are claims sail under 
investigation or in litigation, including administrative proceedings, or arbitration. Sach ume 
femes wiM not be applicable to errors, omissions or procedural violations that are willful or 
mansions! 

Y Resolution of Disagreements 

' If d>e Company disagrees with an act or omission of FCIC. except those acts, implemented 
through the rulemaking process, the Company shall provide written notice of such 
disagreement to the Manager of FCIC Within 10 business days of receipt of no&ce, she 
Manager or a designee wffi schedule a meeting with the company in an aonrnpr, to resolve 
the disagreement Notwiths landing any other provision In this section* any subsequent 
decision by FQC on the act or omission will be final in the administrative process and, 
therefore subject only to review by thz Board of Contract Appeals in a matter relating to 
this Agreement or to judicial review. Noshing herein excuses the Company's peribnnan.ee 
under xhis Agreement during the attempted resolution of the dispuse or constitutes a waiver 
of the Company's right to any remedy authorised by law. 
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SECTION VL Certification 

Trie undersigned acknowledges that she Company's Board of Directors has authorized the 
Company to enter inw this Agreement and the Plan of Operations, Tne undersigned 
acknowledges any misrepresentadon in the. submission of this Agreement and information 
contained in the Plan of Operations may result in civil or crnninai liabDity against the 
cndersagBed or their representatives. 



APPROVED AND ACCEPTED FOR 



THE FEDERAL CROP 
INSURANCE CORPORATION THE COMPANY 



Signature Signature 



I ^ Name Name 



Title Titfe 



Due Date 



P&ge 33 



* \* 



Case 1 :06-cv-01430-RMU Document 17-2 Filed 01/25/2007 Page 35 of 61 



Case 1 :06-cv-01430-RMU Document 17-2 Filed 01/25/2007 Page 36 of 61 p atfe j of 3 

BULLET TM MO, : KGR-9S-01S 

TO: All £e insured Companies 

All Risk Management Field Offices 
All Otner Interestac. Parties 

FROM". Kenneth D. Acker, man /s-/ -June 30, 1398 
Administrator 

SUBJECT; 1996 Research Act and Amendment Bo . i to the 1998 SRA 

BACKGROUND : 

The 1 938 Re 9 e a r c h Ac t. . 

On Jane 23, 1398, the Agricultural Research, Extension and Educat ion Reform Act of 1393 
(1998 Research Act) was signed by the President. Subtitle C of the 1998 Research Act requires 
that the Federal Crop Insurance Corporation i?CIC* revise current provisions of the 1998 
Standard Reinsurance Agreement (SRJU governing Adiuinrst native and Operating (&.&G) 
Expense Subsidy,, administrative fees, and loss adjustment expense reimbursement. 

The 1393 Research Act raarj dates the following specific changes; 

1 . Administrative Fees Paid By Producers [See Attachment «} ; 

A. The adirotnistraf. i.ve fees paid on catastrophic risk protection (CAT) policies wi.il 
consist of a "basic fee" end en "additional fee," The has^ tee is the greater of $ : 5Q 
or 10 percent ox the net bock premium for each CAT eligible crop insurance contract. 
The additional fee is $10 for each eligible crop Insurance contract. 

B. The max.iiftuxf: lixrdt on the amount of adKiinrstrative tees paid by a producer, 
purchasing CAT cover. see has been eliminated, 

C. For producers purchasing an additional coverage crop insurance contract, the 
administrative lee of slO has been increased to $20 for each eligible crop insurance 
contract . 

D. The revised administrative fees, including the basse and additional fees, will apply 
to each crop insurance contract with a sales closing date after July 1, .1998. 

3. All administrative fees collected by the Companies on the affected policies will be 
remitted to FCIC in accordance with the SRA. 

2. h&.O Expense Subsidy paid by FCICC 

A. The A«G Expense Subsidy is rednced to not more than 24. 5 percent of net book 
premiu"! for the 1999 and subsequent reinsurance years, 

B. Additional coverage level policies that received A&O Expense Subsidy less than 
21 percent, of net book premium in the 1998 reinsurance year will receive an AiO 
Expense Subsidy that is proportionally reduced for 1999 and subsequent years. 

3. CAT Loss Adjustment expenses 

FC1C can pay so mor.s than 11 percent of the total net book premiuiti for eligible CAT 
crop insurance contracts as reimbursement for OAT loss adjustment expenses. 

Coverage revels Greater than 15 Percent - 
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On May 5, I93* . the FCIC Beard of Directors authorized coverage level? up to B c j percent of a 
producer 1 s recorded or appraised average yield for selected crops in selected counties 
beginning with the 1999 orop year. The rate factors tor wheat are currently available 
through the Reporting Organization Sexv^s: . Coverage levels greater than 7 5 percent will 
be .available for corn and soybeans in 66 counties in Illinois, Indiana, and Iowa and for 
wheal' in 20 counties in Idaho, Oregon, arid Washington * 

rhe crops and counties where coverage levels greater fhan 75 percent will he available are: 

Corn/Soybeans Illinois - Bureau, Champa ign. Coles, De viitc, Douglas, Ford, Fulton, 

Grundy , Henderson- Henry, Iroquois, Kankakee, Kendal, Knox, La 
Salle, Lee, Livings ton, Logan* McDonough, McLean, Macon. 
Marshall. Mason,- Menard, Mercer, Moultrie, t ; eoria, Piatt, Putnam, 
Rook Island. 5angs;r:oa : Stark, Taieweil, Vermilion,- Warren, 
Whiteside, Kill, Woodford, Indiana -- Benton, Carroll, Cass, Clinton, 
Fountain. Jasper. Montgomery, Wswton, Pulaski, Tippecanoe, Warren, 
White, Iowa - Benton, Cedar, Clinton, Dos Moines. Henry, Iowa, 
Jefferson. Johnson, Jones, Keokuk. Linn, Louisa f Muscatine, Scott, 
Wapello, Washington 

Wheat Idaho - Latah. Lewis, Neo '9&zc?. r Oregon ■- Gilliam. Morrow, 

Sherman, Umatilla, Wallowa, Wasco, Washington - Adams, Z-\sotin f 
Benton, Colcmhia, Franhlin, Garfield, Klickitat, Lincoln, Walla 
Walla, Whitman, Yakima 



BULLETIN NO. : MGF/-98--01S 3 

The A«0 Expense Subsidy for ail eligible crop insnran.ee contracts wich coverage levels greater 
than 7 5 percent varies by insurance plan and is specified in Amendment No . 1 (Amendment). 

Limited Resource Farmers 

On dune 10, 199", "Managers Bulletin COGR-37-02 3. 199? Insurance Coverage for Limited 
Resource Farmers' 1 was issued to advise all insurance providers to ensure that all agents were 
informed about, procedures for waiving administrative fees for limited resource farmers. PMh 
also requested insurance providers to identify all 1996 'iisa.it ed resource farmer policyholders 
who did nor. hava a 1997 policy. They were to ensure that an agent contact those limited 
resource farriers who were not continuing crop insurance coverage. RHA intended this contact 
to be ar\ opportunity for the agent to explain the procedures to Limited resource farmers tor 
certifying their status and to encourage them to continue crop insurance coverage by 
processing a waiver of administrative tees. F.MA urges all insurance providers to continue 
their efforts to encourage crop insurance agents to work with limited resource farmers to 
ensure they are aware of all program benefits under the Federal crop insurance program. 

PMft will track she continued participation of limited resource farmers and carefully monitor the 
service provided to them. If. a problem is found, we, in consultation with our private sector 
partners, will tale appropriate action to ensure that limited resource farmers are properly 
serviced . 

AC! it?'! * 

To implement the 1998 Research Act legislation, the 1998 SPA is ax^ridizd as follows: 

1; Section III , A, 2 , a. b. c, d, is revised to reduce A&O Expense Subsidy from 27 percent to 
24.5 percent and make proportional reductions in A&O Expense Subsidy for policies 
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receiving less than 27 percent during the 1938 reinsurance year, 

2) Gee i* ion III.B. is revised to reflect changes to the amounts and types of adjrdni strati ve fees 
collected front producers arid stipulate the Company's reopens ibility for remitting such 

fees . 

3) Sootier; XV. is revised 10 limit the amount paid to 3 Company for loss adjustment on C&T 
poiici.es to II. percent of v.he nor book premium computed for the CAT eligible crop 
insirrance contract. 

4; Section IX I, A, 2, e is revised to opacity the h&Q Kxpense Subsidy to be paid for policies 
wir.h coverage greaser rhan 75 percent of the recorded or appraised average yield. 

Attached are two copies of the Amendment to the 1998 SIU\ which raust be executed for iTCIC 
to provide reinsurance and subsidy in the 1999 and subsequent reinsurance years. Bach copy 
ir»ust be signed as an original and returned to FC.1C at the address shown below vis overnight 
mail by July- 10,- 1998, The Airiendiper.t should be signed by the person authorized by the 
Company's Board or Directors to enter into the SRA. 

OVERSIGHT MAIL; 

CSDA/^isk Management Agency 
Reinsurance Services Division 
Eh Wayward Baker , Director 
14 GO I ndependenca Avenue, SW 
Stop Code: GSG4 
Rooir: 672 7-South Building 
Washington, DC 20210 
Phone: (2G2) 72 G» 42 32 

Failure to execute the amendment will terminate your Standard Reinsurance Agreement as or the 
end of the 19 9S reinsurance year (June 30, 1393- , 

Attachments : 



R#A:RSD: Driller ;as : 06A3Q/98/ 72.0---9830uh: \wodoc\39sra\MGR98018 A4V0 
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199$ Standard Reinsurance Agreement 
(Rev, 7/29/98) 

AMENDMENT NO- 1 TO THE 
1998 STANDARD REINSURANCE AGREEMENT 

The; Standard Reinsurance Agreement between the Federal Crop Insurance Corporation and the 
undersigned Company is hereby amended for the 1999 and subsequent reinsurance years, as follows: 

(I) Section III. A. 2, is amended to read as follows: 

2. A&O subsidy for eligible crop insurance contracts will be determined as set forth below and 

will be paid to the Company on the monthly summary report after the Company submits, and 
FCIC accepts, the information needed to accurately establish the premium for such eligible 
crop insurance contracts. Notwithstanding the provisions of this section, under no 
circumstance:- will A&O subsidy be paid in excess of the amount authorized by statute. 

a. ' For any eligible CAT crop pasurance contract, zero percent of net book premium., 

b. For eligible crop insurance contracts that provide coverage under GRP, 22,7 percent 
of the net book premium attributed to such eligible crop insurance contracts;. 

c. For revenue insurance plans that can increase liability whenever the market price at 
the time of harvest exceeds the market price at the time of planting, 21 .1 percent of 
the net book premium attributed to snob eligible crop insurance contracts; and 

& For revenue insurance plans that can not increase liability whenever the market price 
at harvest exceeds the market price at the time of planting, 24,5 percent of the net 
book premium attributed to such eligible crop insurance contracts, not to exceed the 
amount that would have been, paid had each eligible producer purchased limited or 
additional coverage under an insurance plan that insures loss of individual yield; and 

e. ■ For ail other eligible crop insurance contracts, 24.5 percent of the net book, premium 
attributed to such eligible crop insurance contracts, 

(II) Section IILB, is amended to read as follows: 

B. The Company shall remit to FCIC, in accordance with" Manual 13, the following 
administrative fees collected from eligible producers; 

L For CAT: 

a. Basic fee: the greater of $50 or 10 percent of the net book premium for each 
eligible crop insurance contract:, and 

b. Additional fee: $i<5 for each eligible crop insurance contract. 

c. In the event the eligible producer is a Hunted resource tener as defined in 7 
C.F.R. 400,651, the Company shall submit the required information to FCIC 
in accordance with Manual 13 and FCIC shall waive the appropriate fee on 
the monthly summary report, 

2, For limited coverage: 

a. $50 per eligible crop insurance contract, not to exceed $200 per county and 

$600 for all counties combined for each eligible producer. 
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b. In the event the eligible, producer is a limited resource fanner as defined 7 

C,r\R. 400.65]. the Company shall submit the required information to FC1C 
In accordance with Manual 13 and FCIC shall waive the appropriate fee on 
the monthly summary report. 

.1 For additional coverage, an additional fee of $20 per eligible crop insurance contract. 

(Ill) Section 1Y is amended to read in its entirety as follows: 

FCIC will pay to the Company an amount equal to 1 1 .0 percent of the total net book premium for 
eligible CAT crop insurance contracts, The loss adjustment expense specified in this section will be 
included in the monthly summary report containing the data obtained from acreage reports that have 
met the processing provisions specified in Manual 13. 

(1Y) Section V.B.4. is amended to read as follows; 

4, Producer premiums and administrative fses collected by me company must be reported as 

follows: . 

For CAT crop insurance contracts, ail administrative fees must be reported on the monthly 
summary report following the month containing the termination date. 

For all other crop insurance contracts, producer premiums and all administrative fees must be 
reported on the monthly summary report for the earlier of the month following the date of 
collection or die month following the month containing the billing date if uncollected, 

" (V) Section V,B.£ and 10. are added to read as follows; 

9, Policyholders who do not pay administrative fees on or before the applicable termination date 
are ineligible because of indebtedness and the Company shall report such via the Ineligible 

"set the tot 

: reported 
[the 

10. If the Company terminates the policy due to the non-payment of administrative fees and 
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The undersigned Company representative acknowledges that the Company's Board of Directors has 
authorized the Company to enter into this Amendment of the 1 998 Standard Reinsurance Agreement. 



APPROVED AND ACCEPTED 
for 
Federal Chop Insurance Corporation The Company 

Signature Signature 

Name Name 

Date Date 
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BULLETIN NO*: MGR-G0-017 

TO: All Reinsured Companies 

All Risk Management Field Offices 
All Other Interested Parties 

FROM; Kenneth D. Ackerman /s/ ECeaaeth D, Acfeennan 6-22-00 

Adiftlmsftator 

SUBJECT: The Agriculture Risk Protection Act of 2000 and Mandatory Amendment No.3 
to the 1998 Standard Reinsurance Agreement (SUA) 

BACKGROUND: 

On Jane 20, 2000, the Agricultural Risk Protection Act of 2000 (2000 Act) was signed by &e 
President. Subtitle A of the 2000 Act requires the Federal Crop Insurance Corporation (FCIC) to 
amend current provisions of the 199$ Standard Reinsurance Agreement (SRA) governing 
adfinnisiraiiye fees and loss adjustment ^xpmso reimbursement Th& attached Amendment No. 3 
amends SRA. provisions governing Catastrophic Risk Protection (CAT) and additional coverage 
administrative fees, loss adjustment expend for CAT, payment of fees on the behalf of the 
policyholder, electronic filing; and ofcer requirements, 

The 2000 Act mandates changes to administrative fees paid by eligible producers. For CAT 
coverage s a policyholder must pay $100 for each eligible crop insurance contract in each county; 
and the administrative fee shall foe paid by the producer oti the date that premium for an additional 
coverage policy would be paid, For coverage at levels in excess of CAT, tne producer shall pay 
an administrative fee of $30 per crop per county. 

If permitted by state law, a cooperative or trade association that receives a licensing tee or other 
payment from a Company, may return all or part of the fee or payment to policyholders who 
purchase CAT or additional coverage in those States in which the practice is permitted. Under 
these arrangements, CAT fees may be paid on the behalf of policyholders i» the States its which 
the practice is permitted or on the behalf of policyholders in the adjoining States, 

BULLETIN NO,: MGR-00-017 2 




MOO (ixtepent&rcft Ave., SW * Step 0801 * Washington, DC 20250-0801 



The ftfek M^agemsni Agefxy AsferAwstera and Ovsrseos 
AS Programs Ajrfhorfwd Ureter tfts ftatefsJ Crop Ematsancs Corpora&w 

An SflUS! Opportunity Empteyer 
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The 2000 Act reduces the amount of loss adjustment expense FCIC will pay to the Company from 
I I .0 percent to 8.0 percent of the Xo\b.\ net book premium for eligible CAT crop insurance 
contracts. 

The Summary of Coverage and billing statement provided to the policyholder must prominently 
display the dollar amount of the portion of the premium paid by FCIC, die amount of premium 
and arty administrative fees due the Company from the policyholder. 

Certain required data collected from the producer may not be disclosed to the public unless 
consent from the producer is obtained, or unless, the data is transformed into a statistical or 
aggregated form that does not permit the identification of any policyholder who disclosed the 
Information. 

The Company snail submit to FCIC the name and identification number of the policyholder and 
any person with a substantial beneficial interest the agricultural commodity to be insured, the 
elected coverage level including ike price election selected by the policyholder. 

The insurance provider is also required to allow eligible producers to use electronic methods to 
submit information required by FCIC to the maximum extent practicable. Insurance providers 
mtast file their proposals for providing such electronic services wife their Plans of Operation. 

ACTION: 

To implement the 2000 Act, the 199S SRA is amended as follows: 

\ ) Section L revises fee definition of Additional Coverage and deletes fee definition of 
Limited Coverage. 

2) Section ELA.6, provides for individual States to determine whether arrangements to 
provide licensing fees or other payments to cooperative or trade associations' are valid, 

3) Section 133 JB. changes the amounts and types of administrative fees collected irons 
producers and stipulate the Company's responsibility for remitting such lees; and allows 
the payment of administrative fees on fee behalf of the policyholder; and requires feat the 
amount of subsidy paid on ibe behalf of fee policyholder by FCIC be prominently 
displayed on the Summary of Coverage and the billing statement, 

4} Section IV. limits the amount paid to a Company tor loss adjustment to 8.0 percent of fee 
net book premium computed for eligible CAT crop insurance contracts. 

5} Section V.A. protects fee disclosure of certain information provided by policyholders. 



Case 1 :06-cv-01430-RMU Document 17-2 Filed 01/25/2007 Page 45 of 61 



BULLETIN NO,: MGR-00-0I7 



6) Section V.B, requires the reporting of the name, identification number of the policyholder 
and any person having a substantial beneficial interest, the commodity insured, the 
coverage level and the price election selected within 30 days of the sales dosing date, 

7) Section V.G.I , adds the requirement that insurance providers allow eligible producers to 
use electronic methods to submit information required by FCIC, The Company must file 
its proposal for providing such service utilizing electronic methods with its Plan of 
Operation, 

Attached are two copies of Amendment No. 3 to the 1998 SRA which must be executed for FCIC 
to provide reinsurance and subsidy in, the 200 1 and subsequent reinsurance years. Each copy 
must be signed as an original and returned to FCIC at the address shown below via overnight mail 
by June 2S, 2000, The Amendment should be signed by me person authorized by the Company's 
Board of Directors to enter into the SRA. 

OVERNIGHT MAIL: 

USD A/Risk Management Agency 
Reinsurance Services Division 
E. Hey ward Baker, Director 
MOO Independence Avenue, SW 
Stop Code: 0804 
Room 6727-South Building 
Washington, DC 20250 
Phone: (202) 720-4232 

Failure to execute the amendment will terminate your Standard Reinsurance Agreement as of the 
^nd of the 2000 reinsurance year (June 30. 2000). 

Disposal Date: December 31, 2001 

Attachments^); 
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1998 Standard Reinsurance Agreement 
(Rev. 6/29/O0) 

AMENDMENT NO, 3 TO THE 1998 STANDARD REINSURANCE AGREEMENT 

The {998 Standard Reinsurance Agreement, between the Federal Crop Insurance Corporation 
and the undersigned Company, is hereby amended for the 2001 and, if applicable, subsequent 
reinsurance years., as follows: 

(I) Section I. is revised to read as follows: 

"Additional coverage" means a plan of crop insurance providing a level of coverage greater than 
catastrophic risk protection (CAT). 

"Limited coverage" is deleted, 

(II) Section II.A.6. is revised to read as follows: 

No portion of the nat book premium or the A&O subsidy may he rebated in any form to 
policyholders. If permitted by State law, a cooperative or trade association that receives a 
licensing fee or other payment from a Company or its agent may return all or part of such 
licensing fee or other payment to policyholders that purchase CAT or additional coverage in 
those States in which such practice is permitted in accordance with ihc applicable procedures. 
Neither the Company nor its agents shall assess service fees or additional charges on eligible 
crop insurance contracts reinsured and subsidized under this Agreement except as authorized by 
the Act and approved in writing by FCIC. 

(IH) Section I!LB, is revised to read as follows: 

8, The Company shall remit to FCIC, in accordance with Manual 13. me following 
administrative fees collected from eligible producers: 

1. For CAT: 

a, *The greater of 51 00 per crop per county or 10 percent of the n^X book premium for 

each eligible crop insurance contract; and 

b. The administrative fee shall be paid by the producer on the date that premium for 
a policy of additional coverage would be paid. 

*°The greater of : and "or 10 percent of the net book premium was rendered 
unenforceable by Section 74S of the Agriculture, Rural Development, Food arid Drug 
Administration, and Related Agencies Appropriations Act, 1999. 
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c. In the event me eligible producer is a limited resource fanner aa defined m 
the regulations, the Company shall submit the required information to FCIC 
in accordance with Manual 13 and PCIC shall waive the applicable fees on 
the monthly summary report, 

2. For additional coverage: 

a. If the eligible producer elect? to purchase coverage for a crop at a level in excess of 
CAT, the producer shall pay an administrative fee of $30 per crop per county, 

b. in the event the eligible producer is a limited resource tanner as defined in 
the regulations, the Company shall submit the required information to FCiC 
ia accordance with Manual 13 and FCIC shall waive the applicable fees on 
the monthly summary report, 

3. Payment of Administrative Fee 

a, Irt those States where state law permits She Company or its agent to pay a licensing fee 
or other payment to a cooperative or trade association that will be returned in whole or 
in part to policyholders insured by the Company, the cooperative or trade association 
located in that State may pay all or a portion of the administrative fee only for CAT 
coverage on behalf of policyholders, located in thai State or in a contiguous State, who 
consents to be insured under such arrangement in accordance with tlie applicable 
procedures. 

b. The eligible producer lias the option to select rite agent or Company from whom the 
eligible producer will purchase a policy or plan of insurance, or to refuse coverage for 
which a payment is offered under subparagraph (a), 

(IV) Section HXF is revised to read as follows: 

F, The Summary of Coverage and billing statement provided to the policyholder shall 
prominently display the following information: 

1 . The total premium calculated by adding 2 and 3 below; 

2. The risk subsidy and A&O subsidy paid by FCIC to the Company on behalf of the 
policyholder; and 

3. The amount of premium and any administrative fees due the Company from tlie 
policyholder. 
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(V) Section IV. is revised in its entirely to read as follows: 

FCIC will pay to the Company an amount equal to 8.0 percent of the total net book premium for 
eligible catastrophic risk protection crop insurance contracts. The ioss adjustment expense 
specified in this section win be included in the momhiy summary report containing ihc data 
obtained from acreage reports that have met the processing provisions specified in Manual 1 3. 

(VI) Section V.A is revised to read as follows: 
A. Collection of Information and Data 

1 . The Company is required to eolket and provide to FCIC the SSN or iko EIN for 
all policyholder and all persona with a substantial beneficial interest in the 
policyholder as authorized and required by the Food, Agriculture, Conservation, 
and Trade Act of 1990 and the regulations at 7 CIFJ-L part 400, subpart Q, 

2. Neither the Company, nor its personnel, agents, or loss adjusters, or other 
contractors may disclose to the public any information provided by the 
policyholder unless the policyholder consents to such disclosure or the 
information has been transformed into a statistical or aggregated form that does 
not permit; the identification of any policyholder that supplied particular 
information, The public does not include any agency of the United States 
Department of Agriculture or any other State or Federal agency, 

(VX1) Section V.B is amended to add a new paragraph I \ to read as follows: 

13. In addition to any other reporting required under section V.B, not later than the 
Saturday of the week containing the calendar day that is 30 days after the sates 
closing date for the eligible crop insurance contract, the Company shall submit to 
FCIC: 

a. The name and identification number of the policyholder; 

b. The agricultural commodity to be insured under the eligible crop insurance 
contract; and 

c. The elected coverage level, including the price election, selected by the eligible 
producer. 

Beginning with any crop that has a sales dosing d?d^ after January 1, 2001, the 
A&O subsidy applicable to the eligible crop insurance contract; will be reduced by 
one percentage point whenever the information required by this section has not 
been accepted in the Data Acceptance System due to the failure of the Company 
to timely submit accurate information, or whenever the elected level of coverage 
or price election is revised allot the transaction cut-off date for the week 
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containing the 30fh day asfter the sales closing date. The A&G subsidy will be 
reduced by a total of 2 percentage points if the required information is first 
accepted or revised after this transaction cut-off date, but prior to the transaction 
cut-oft' date for the week containing the 60th calendar day, and a total of 3 
percentage point? if accepted or revised thereafter. The sanctions under this 
subsection may be waived at the sole discretion of the Corporation. 

(VfR) Section VX1L is amended by insetting the following; 

a. To die ni&xrnmm extent practicable, the Company shall allow eligible producers 
to use electronic methods to submit infornration required by the Corporation. 
The Company mast file its proposal for providing such electronic service 
methods with their Plans of Operation. 



The undersigned Company representative acknowledges thai the Company's Board of Directors 
Iras authorized the Company to enter into this Amendment of the 1998 Standard Reinsurance 
Agreement, 

APPROVED AND ACCEPTED 
for 

Federal Crop insurance Corporation The Company 



Signature Signature 

Name Name 

_^___„„„„_„„__, „„ T itt e * 

Date Date 
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RASNAND HAIL LLC. 




Corporote Office 

1501 30th Street 5ui;»200 

Wes* Oe< Moines, -A 30266-5962 

Tel: (5^5; 224-3070 

Fax: -315) 224-3089 

August. 12, 19S8 



Mr. £. Heywsrd Baker, Director 
USDA/Risk IVIangement Agency 
Reinsurance Services Division 
1400 Independence Avenue, SW 
Stop Code: 0804; Room 6727-S 
Washington, DC 20250 

RE; Amendment No. 1 to the 1998 Standard Reinsurance Agreement 

Dear Mr. Baker: 

On June 30, 1998, the Federal Crop 'Insurance Corporation {the ("FCIC") issued 
manager's Bulletin No. Mgr-S8-018 am Amendment No. 1 to the 199B Standard 
Reinsurance Agreement {the *1998 SRA*) to implement changes required by Subtitle C 
of the Agriculture Research, Extension, and Education Reform Act of 1998 {the °1898 
Research Act*). Thereafter, on or about My 30, 1998, the FCIC issued Managers 
Bulletin MGR-98-02Q, attaching revised Amendment No. 1 to the 1998 SRA. 
MGR-98-020 required each reinsured company to execute revised Amendment No. 1 to 
the 1998 SRA within ten business days after receipt The FCIC Informed the Company 
pursuant to MGR-9&-020 that failure to execute the revised Amendment No. 1 will 
terminate the Company's Standard Reinsurance Agreement as of the %nd of the 1998 
reinsurance year {June 30, 1998), 

The Company recognizes that the FCIC/RMA believes that revised Amendment No. 1 
to the 1998 SRA has deleted all controversial provisions submitted to a!! SRA holders 
in MGR-98-018, The Company befieves thai some of those changes required by the 
FCIC/RMA including, but not limited to, the changes affecting the amount of 
administrating and operating expense reimbursement (hereinafter *A&0 Subsidy 1 '} and 
the administrative fees that th& Company can earn under the 1998 SRA for selling and 
servicing catastrophic risk protection {"CAT") crop insurance contracts, constitutes a 
repudiation md/or breach of the FCIC ! s contractual rights under ihe 1998 SRA. The 
Company specifically believes that FCfC/RMA's actions violate the 180 day advance 
notice of non-renewal requirement set forth In Section V (M) of the 1998 SRA, the 
obligation to pay the Company from other sources of funds as set forth in the 
Appropriation Contingency provisions of Section V (N) of the 1998 SRA. and the 
constitutional and legal principles espoused by the United States Supreme Court in 
United States v. Winstar Corporation. 135 LEd.2d 964 (1998) (hereinafter " Winstar ). 
Although the Company strongly believes that FCiC/RMA's actions ere contrary to basic 
constitutional mti legal principles, the Company agrees to execute revised Amendment 
No. 1 to the 1938 SRA under duress of the FCIC's illegal and wrongful threat to 
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Mr, E. Heyward Baker, Director 
August 11 ( 1998 
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terminate the Company's Standard Reinsurance Agreement as of the end of the 1998 
reinsurance year. The Company expressly reserves all rights, claims, causes of 
actions, and other rights it has or may ftav® arising out of FCiC/RMA's implementation 
and enforcement of terms and conditions contrary to the original terms and conditions 
set forth In the 1898 SRA ( and the FCIC's illegal threat to deny reinsurance on the 
Company's many individual contracts of insurance with producers, said producer 
contracts being continuing contracts irrespective of the continuation of the 1998 SRA 
between the Company and FGIC/RMA. 

The Company executes this revised Amendment No. 1 and agrees to comply with the 
terms of the 1988 Research Act, but does so wsth full reservation of the Company's 
rights to challenge, anti to seek recovery of all contractual and constitutional damages 
that have or will result from the FGIO's actions contrary to the original terms and 
conditions of the 1998 SRA Including, but not limited to, the FCIC's reduction of A&O 
Subsidy absent exhaustion of other sources of funds, the FCIC's wrongfuf retention of 
reserves received from the Company, &nd the FCiC's mandate that the Company 
hereafter collect and remit to FCIC/RMA and the FCIC/RMA to remit to the U.S. 
Treasury, the CAT fees that were to be retained by the Company m^r the original 
terms of the 1 998 SRA, The Company acknowledges that RMA «s attempting to carry 
out a Congressional mandate an<i that until the Courts determine the 1998 Research 
Act or FCIC/s RIvlA's actions as an unlawful abrogation of contractual rights, the 
Company will follow the Congressional mandate. The Company's acceptance of 
Amendment No, 1 , however, in no way shall be construed as a waiver of any of the 
Company's rights to challenge the 1998 Research Act or FCfC/RMA's enforcement of 
the same including, but not limited to, pursuit of damages for breach of Section V (M) 
and (N) of the 1996 SRA, violation of the United States Constitution, and the breach of 
the principles espoused in jfifinstSL 

Sincerely. 

m. j 7 

'President 
Rain and Hail LLC 

JHJ/sm 



V./tSUf^TO'/flR^BAKE^mrwl^ 
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Country Mutual Jfssursirce Com§J3By 
C&amtry Casuiiliy fresfrance Company 

f O. Bo>: 2 1 00, iJ!oom:fiKton, IL 6 1 707.-2 ? 00 
Phone 303-32 1-3000 

August 6, 1998 

USD A/Risk Management Agency 
Reins usance Services Division 
E. Heyward Baker, Director 
1400 Independence Avenue, SW 
Stop Code: 0804; Room 6727-S 
Washington, DC 20250 

Dear Heyward: 

Enclosed are two signed copies of Amendment No, 1 to the 199S SJLA. Our concerns are 
expressed in &e following "reservation of rights", 

The Company recognizes that RMA believes the revised Amendment No, 3 has deleted ail 
controversial provisions submitted to ail SRA holders by MGR 9S-01S on June 29, 199S. 
However, even if the present revision incorporates into the SRA only those changes passed by 
Congress in die Agricultural Research, Extension and Education Reform Act of 1998 (the "1 998 
Research Act"), &e Company believes that some of those changes, including the changes 
affecting the administrative fees our company would have earned under the 1998 SRA for selling 
and servicing catastrophic risk protection ("CAT") crop insurance contacts constitute a 
repudiation, of basic contract rights not constitutionally or legally permitted under the doctrine set 
forth by the US Supreme Court in United .States y. Winstar Corporation, 135 L.Ed, 2d 964 
{1966} ("'Winstar"). Even though our Company strongly believes this action is contrary to basic 
contract law, it has no choice but to agree to Amendment No, 1. Among other reasons, the 
Company as a party to many individual contracts of insurance with producers reinsured by RMA, 
which producer contacts as you know are continuing contacts whether our SRA continues or 
not. As you well know Country Mutual Insurance Company provides FCIC Reinsured insurance 
policies to the farmers of Illinois and other states and there are few if any alternatives available to 
the farmers. Country Mutual Insurance Company can't forsake our obligation to these customers. 

Our Company has executed the enclosed Amendment No. 1 and thereby agrees to comply with 
the terms of the 1998 Research Act but ii has done so with full reservation of our rights to 
challenge, md to seek recovery of all contract; damages that result from, the provisions of the 
1998 Research Act tlmt mandate that onr Company hereafter collect and remit to RMA, and tliat 
RMA remit to die U.S. Treasury, the CAT fees that were supposed to be retained by our 
Company under the 1998 SRA, We understand that RMA is attempting to carry out the 
Congressional mandate^ and until the courts determine this is an unlawful abrogation of contract 
rights, the Company will follow this mandate. Our acceptance of Amendment No. 1 , however, in 
no way shailbe construed as a waiver of any of me Company's rights to challenge certain of the 
changes mandated hy the 1998 Research Act, including pursuit of damage claims under the 
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Wjngtar doctrine. We trust this fully explains the Company's position and no response is 
accessary. 

Sincerely, 

' /> 
Richard A BUI, RCA.S., M.AA. A, 

Actuary 

COUNTRY MUTUAL INSURANCE COMPANY 

(309) 821-2S21 

.End. 
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RESERVATION OF RIGHTS (WINSTAR) TO AMENDMENT NO, I AND 606/30/00) 
MO. 3 OF THE 200! STANDARD REINSURANCE AGREEMENT 

American Agricultural fosuraace Company 



The company recognizes that RMA believes the revised Am&tidssisnt No, : and No.. .3 deleted all 
controversial provisions submitted to all SRA holders by MGR (XHH7 and MGR 00-0 IS or June 22, 
2000, However, even if the present revision incorporates into the SRA only those changes passed b^ 
Congress in the Agriculture Risk Protectiou Act of 2000, the Company believes that some of those changes 
constitutes a repudiation of basic contract tights not cons&tattonsUy or legally permitted under (he doctrine 
s^t forth by the U.S. Supreme Court in United States vs. Winstar Corporation 135 L.Ed.2d 964 (1996) 
("Winstar"), Even though our Company strongly believes this action ss contrary to basic contract Jaw, it has 
no choice bet to agree to Amendment No. 1 and No. 3. Among other reasons, the Company is a party to 
many individual contracts of insurance with producers reinsured by KMA, which producer coaaacts as you 
know are continuing contracts whether our SRA continues of not. 

Our Company has executed She enclosed Amendments No, 1 and No, 3 and thereby agrees to comply with 
the terms of the Agriculture Risk Protection Act of 2000, but it has done so with fall reservatioa of our 
fights to challenge, and to seek recovery of all contract damages that result Soot the provisions of 
Agriculture Risk Protection Act of 2000, We understand tha£ UMA k attempting to carry out a 
Congress! ocsal mandate and the Company will follow this mandate. Our acceptance of Amendment No. I 
and No, 3 however, in no way shall be considered as a waiver of any of the Company's rights to challenge 
certaia changes mandated by the Agriculture Risk Protection Act of 2000, including pursuit of damage 
claims under the Winstar doctrine, Wc fcust this fully explains the Company's position and no response is 
necessary 
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COUNTRY MUTUAL INSURANCE COMPANY 

Reservation of Rights to Amendment No. 3 to the 

Standard Reinsurance Agreement of 1998 



The Company recognizes that RMA believes Amendment No. 3 to the Standard Reinsurance 
Agreement of 1998 implements the regulations required from the Agricultural Risk Protection 
Act of 2000 (2000 Act). However, even if the present revision incorporates into the SRA only 
those changes passed by CoE3gress in the 2090 Act, the Company believes that some of those 
changes, including the changes affecting provisions governing Catastrophic Risk Protection 
(CAT) and additional coverage administrative fees, loss adjustment expense for CAT, payment 
of tees on behalf of the policyholder, electronic fifing, and other requirements constitute a 
repudiation of basic contract rights not constitutionally or legally permitted under the doctrine set 
forth by the U. S, Supreme Court m Uwi&d States v. Winstar Corporation, 1 35 LEd. 2d 964 
(1966) ("Winstar"), Even though our Company strongly believes this action is contrary to basic 
contract Jaw, It has no choice but to agree to Amendment No, 3, Among other reasons* the 
Company is a party to many individual contracts of insurance with producers reinsured by RMA. 
which producer contracts as you know are continuing contracts whether our SRA continues or 
not As you well know. Country Mutual Insurance Company provides FCIC Reinsured insurance 
policies to the ianners of Illinois md other states. I&ere are few, if any, alternatives available to 
the farmers. Country Mutual Insurance Company cannot forsake our obligation to these 
customers. 

Our Company is concerned with the requirement to provide RMA within 30 days of sales 
closing a listingof contracts items including: 

The name and id number of She policyholder and all persons with a substantia! beneficial 

interest; 

The agricultural commodity to be insured under the eligible crop insurance contract; 

The elected coverage level, including the price election selected by the eligible producer. 

Out Company is concerned tliat it will be impossible to complete the required notification in the 
allotted time period for the following reasons: 

1 , Reinsured companies are alfowed by FCIC regulations 45 days to accept transfer 
of policies from other companies. Not all transfers will be submitted within the 
prescribed. 30 day time period. 

2, The CRC and RA revenue policies allow by provision 20 days after sales closing 
for agents to supply the policy to the company home office. This allows only 10 
working days to process the information and notification to RMA. The majority 
of our company's- business is switching from bushel to revenue policies on an 
annual basis. There isn't a reasonable amount of time provided to process or 
forward the required information as the revenue policies don't come into the home 
office until the last moment. 
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Our Company ii&s executed the enclosed Amendment No. 3, but it has done so with full 
reservation of our rights to challenge, and to seek recovery of all contract damages that result 
from, the provisions of the 2000 Act, We understand that RMA is attempting to carry out the 
Congressional mandate, and until the courts determine ihss is an unlawful abrogation of contract 
rights, the Company will follow this mandate. Our acceptance of Amendment No. 3 t however, m 
no way shall be construed as a waiver of any of the Company *s rights to challenge certain of the 
changes mandated by the 2000 Aet> including pursuit of damage claims under ihc Winstar 
doctrine. We trust this felly explains ihs Company's position. 
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jun s m 



1400 tndspertfsnoft 
Avenue, SW 
Stop 0S01 
Washir*gt»n, DC 
2Q2SQ-Q&01 



Mr. Michael E, Tueci, Esq, 
Stlnson Morrison Becker LLP 
1 150 18* Street, N.W., Suite 800 
Washington, IXC. 20036-3816 

Re: Amendments No, 1 arid No. 3 to the Standard Reinsurance Agreement 

Dear Mj\ Tucci: 

Thank you for your letter of May II, 2004. regarding the request of the following 
insurance companies (collectively, reinsured companies), each of whom had a 
Standard Reinsurance Agreement (SRA) with the Federal Crop Insurance 
Corporation (FCIC) for the applicable reinsurance years: 

Ace Property and Casualty Insurance Company (f/k/a Cigna Property & 

Casualty Insurance Company) 

Alliance Insurance Companies 

American Agricultural Insurance Company 

American Growers Insurance Company in Rehabilitation 

Country Mutual Insurance Company 

Farm Bureau Mutual insurance Company of Iowa 

Farmers Alliance Mutual Insurance Company 

Great American Insurance Company 

Hartford Fire Insurance Company 

NAU Country Insurance Company 

Producers Lloyds Insurance Company 

Rural Community Insurance Company 

You state that on March 31, 2004, the United States Court of Federal Claims 
ruled that exhaustion of administrative remedies was a prerequisite to tiling suit 
in the dkttict court for damages relative to an alleged breach of contract claim 
resulting from adjustments in the amount of administrative fees payable under 
Amendments 1 and 3 to the SRA effective for the 1999 and 2001 and subsequent 
reinsurance years, respectively. Yon, on behalf of the above named teinsured 
companies, have requested FCIC to render a final admiriistrative determination 
under 7 CFJL § 400.169 regarding the alleged breach of contract claims. 
Unfortunately, FCIC is not in a position to grant your request, 



}, Ths Risk Management Agency AdmtaJstere 
And Ovsnwes Ait Programs Authorize Itaetef 
"the f : $c'<s-fi! Crop trtswrarjc© Corporation 

At. Bjuat Opportunity Brspioyef 
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You have alleged that Amendment Nos, 1 and 3 constitute a beach of the SRA. In 
accordance with section V.L. of the SRA, actions of FCIC that are alleged to be 
breaches of the SRA must be appealed in accordance with 7 CF.R. § 400 J. 69. 
With respect to actions alleged to not be in accordance with the provisions of the 
SRA, 7 C.RR. § 400.169(a) requires that requests for a final administrative 
determination must be submitted within 45 days after receipt of the disputed 
action. Amendment Nos. i and 3 to the SRA, the disputed actions, were issued 
on June 30, 1998, and June 30, 2000. respectively. Your request is dated May ! 1, 
2004 r long after the period for submitting a request for Final administrative 
determination has expired. Therefore, FCIC is unable to issue a final 
administrative determination regarding Amendment Nos, 1 and 3 to trie SRA 
effective for the 1999 and 2001 and subsequent reinsurance years, respectively. 

Sincerely. 




David C. Hatch 

Acting Deputy Administrator 

Insurance Services 



